TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


TUESDAY, APRIL 10, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 3 p. m., pursuant to call, in room F-82, 
the Capitol, Hon. Harley M. Kilgore, chairman of the subcommittee, 
presiding. 

Present: Senators Kilgore, Hayden, Bridges, and Saltonstall. 

Senator Kitcore. The subcommittee will come to order. 


TREASURY DEPARTMENT 
BurREAU oF CusToMs 


STATEMENTS OF FRANK DOW, COMMISSIONER OF CUSTOMS; 
DAVID B. STRUBINGER, ASSISTANT COMMISSIONER OF CUS- 
TOMS; W. H. ZIEHL, DEPUTY COMMISSIONER OF CUSTOMS; 
W. E. HIGMAN, CHIEF, DIVISION OF CLASSIFICATION, ENTRY 
AND VALUE; PHILIP NICHOLS, JR., ASSISTANT GENERAL COUN- 
SEL, TREASURY DEPARTMENT; AND WILLARD L. JOHNSON, 
BUDGET OFFICER 


GENERAL STATEMENT 


Senator Kitcore. I was wondering, Mr. Strubinger, would you 
want to lay your statement in the record and just high-light it? 

Mr. Srrupincer. | had written this with the idea in mind that 
there would be certain points you would want to direct questions to. 

Senator Kitcore. I thought perhaps you might want to lay it in 
the record and then direct our attention to certain points. 

Mr. Struspineer. All right. 

(The statement is as follows:) 


Mr. Chairman and members of the committee, we are appearing before you 
today to request that the reduction of $1,475,000 made to our appropriation esti- 
mate for the fiscal year 1952 by the House in H. R. 3282 be restored in full. We 
believe that every dollar contained in our budget is essential to the effective ad- 
ministration of the responsibilities with which we are charged by law. 

The primary duty of the Bureau of Customs is enforcing the provisions of the 
Tariff Act of 1930. In this connection, customs is an important revenue-produc- 
ing agency of the Government. Collections for the first 9 months of this fiscal 
year have been 468 million as contrasted with 422 millién for the entire fiscal year 
1950. Collections for the entire fiscal year 1951 should exceed $600 million. 
Collections for the fiscal year 1949 were only 384 million. 

The President’s Budget requested $38,300,000 for the fiscal year 1952 as con- 
trasted to the amount of $36,825,000 appropriated by Congress for the fiscal year 
1951. There is an apparent availability of funds for the fiscal year 1952 of 
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$1,475,000 more than was available in 1951. However, $493,840 represents an 
increase in base to our 1951 appropriation so that only $981,160 represents addi- 
tional funds available over and above our 1951 funds. 

All of the amount of $981,160 will be used for personal service obligations, 
But not all of this $981,160 can be used for new personnel. First, we must expend 
$499,465 to meet Mead-Ramspeck and other periodic promotions required by 
law for personnel that are now on the payrolls and who will continue on the pay- 
roll during 1952. Second, the fiscal year 1952 has one more working day than 
1951. All employees under the law are thus entitled to one additional day’s pay 
in 1952. This will cost $132,768. There thus remains out of the $981,160 only 
$348,927 which can be used for new personnel, this will, it is believed, permit us 
to employ about 109 additional employees. 

Now let us consider where we stand if the full amount requested in our budget 
estimate is not appropriated. 

1. If our estimate of $38,309,000 is approved, we will be able to increase our 
force by about 109 over the number now authorized. 

2. If our estimate of $38,300,000 is reduced by the cost of the new positions 
requested, or $348,927, it will mean that our employment for the fiscal year 1952 
must remain practically the same as is now authorized under existing appropriated 
funds. 

3. If it is further reduced by the cost of the extra working day in 1952, or 
$132,768, we will have to decrease personnel by about 43 emplovees. 

4. If it is further reduced by $499,465, the cost of our periodic promotions, 
personnel must be decreased by 162 more. 

5. If the House allowance in H. R. 3282 is sustained, which provides for a 
reduction of $1,475,000 below our estimate, we will be forced to reduce personne! 
319 below our present authorized strength which we respectfully maintain is 
insufficient to properly carry out our functions. 

It is important, we believe, to emphasize at this point that such action would 
have a serious and damaging effect on the American public having relations with 
customs. The most important action of customs as it affects the general public 
is the service function that customs performs for travelers, importers, airlines, 
steamship companies, and railroads. 

The volume of business customs has to handle for these groups cannot be 
turned on and off at our discretion based on the number of emplovees available 
to handle the work. The traveling public must be passed through customs at 
a minium of inconvenience. Importer’s goods must be promptly evaluated and 
duties assessed so that he knows what his landed costs are. Customs must 
release and give clearance to common-carrier facilities so that equipment is not 
subject to expensive delays. These reasons are why it is necessary that customs 
have sufficient personnel to handle the greatly increased workload. 

Practically every major importing group in the country, as wel! as common 
earriers, have protested to us and to the Congress concerning the inadequacy of 
customs personuel. These complaints have not been directed at the way customs 
attempts to perform its job, but all agree that customs urgently needs more 
manpower. During recent months, the increased workload of customs has been 
so great that serious and continuing delays to importers have resulted. Mer- 
chandise has accumulated on docks, piers, and in customs offices. In some 
instances, serious losses to American businessmen and lawsuits have resulted. 

The point we have been stressing is, that not only do we need all the presently 
authorized personnel, but also we need more personnel. Our present needs are 
based solely on the ground that our volume of business has increased in the last 
2 years to such an extent that it is no longer possible for the existing staff to (1 
absorb the increase in workload, (2) properly effect the collection of revenues due 
the United States, and (3) not subject the general public to expensive and irritat- 
ing delays. 

How much then has the volume of imports gone up, and over what period of 
time? The increase in business which we are reporting can be substantiated not 
only by our internal activity reports, but also by increased collections and by 
reports issued by the American Tariff League. 

I would like, at this point, to again refer to our collection statistics. Collections 
for the fiscal vear 1949 were $384 million: for 1950, $422 million; and for the first 
9 months of 1951, $468 million. We believe that collections for fiscal year 1951 
will exceed $600 million. The increase in collections for 1951 will represent an 
increase of about 56 percent over 1949, and about 42 percent over 1950. 

In this same connection, the cost of collecting $100 has been reduced in the last 
3 years despite a general raise in salaries of almost 20 percent. The cost of col- 
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lecting $100 for the fiscal year 1949 was $6.79; for 1950, $6.37; and for 1951 should 
not exceed $6.10. So much for collection statistics. 

The American Tariff League, in its March 1951 issue of their monthly publica- 
tion entitled ‘‘Topics,’’ reports many significant facts with respect to the increase 
of United States imports. I cite some of them: 

“General imports of raw materials and manufactured goods amounted to 8.8 
pillion dollars in the calendar year 1950, an all-time high, and were 33 percent 
above the previous year’s total of 6.6 billion. 

“Imports entering United States trade channels for immediate consumption 
aggregated 7.8 billion in the calendar year 1950, 31 percent higher than in 1949. 
Warehouse entries rose sharply from 680 million in 1949 to 1,033 million in 1950, 
while warehouse withdrawals accounted for 927 million in 1950, 43 percent over 
the 649 million withdrawn in 1949. 

“January 1951 imports rose to an all-time bigh of 1,022 million.” 

Increases in collections and the dollar value of United States imports nearly 
always coincide with an actual increase in the transaction or workload factor 
Customs has to handle. However, it must be admitted, in some categories of 
workload collections, and value of imports have no direct effect on our workload. 
| am speaking, as an example, of persons entering the United States as travelers; 
and of airplanes, vessels, and ferries arriving from foreign countries, ete. But 
even in these areas, the transactions have risen significantly. 

We, of course, have submitted with our formal justification complete and de- 
tailed workload schedules. However, with vour permission, I would like to high- 
light the most important of this statistical data. 

On page 128 of our justification, there appears significant workload data for 
the collectors’ activity. The single most important item shown on this table as 
it relates directly to United States imports is the formal entry table. It will be 
noted that formal entries increased from 751,000 in 1948 to an estimated 1,283,000 
in 1951. This represents an increase of about 70 percent and, of course, reflects 
the impact on Customs of the increase of the dollar value of United States imports 
and of collections mentioned above. 

The table on page 128 also shows increases in other activities. Rather than 
prolong this statement unnecessarily, if the committee agrees, we can discuss these 
other factors later. 

I wish now to direct our attention to the proposal in H. R. 3282 to reduce the 
departmental personal service limitation by $111,500. The House expressly 
directed that $111,500 of the total reduction be applied against the Bureau’s 
very limited Washington staff. 

This action in terms of employment means that as of July 1, 1951, we must 
reduce our present authorized Washington staff by about 20 employees. 

Naturally, the question arises as to whether or not all of the present employees 
are needed and what they are needed for. 

First of all, I would like to point out that the 230 employees requested for the 
fiscal year 1952 represent less than 3 percent of our total staff; second, I think 
inquiry will disclose that. Customs is one of the most highly decentralized agencies 
in the Government. 

Customs has a huge field organization. It is made up of 44 collection districts, 
31 appraisers’ offices, 12 customs agency districts, 7 comptroller districts, 9 
laboratories, and 1 information exchange, making a total of 104 field offices to 
administer. In addition, the Washington office administers the Customs affairs 
of Puerto Rico and the Virgin Islands. As a matter of fact, we have offices in 
over 450 cities, towns, and villages in the continental United States, Alaska, 
Hawaii, Puerto Rico, Virgin Islands, Canada, Mexico, Cuba, and England. 

The purpose and funetion of the Washington office are to coordinate and direct 
field activities. To achieve this purpose, it.is organizationally divided into 10 
divisions. Each of these organizational units has a distinc’ and important func- 
tion. Generally speaking, you may say that they perform functions in four special 
fields: (1) Technieal; (2) fiscal; (3) personnel; and (4) management. If the com- 
mittee wishes, we will be glad to orally go into the details of the functions and 
responsibilities of these divisions. 

However, I would like to illustrate now in some detail an example of Bureau 
funetions of three of the technical divisions of the Washington office. 

The Congress directed that differences as to the true construction or meaning 
of the customs laws shall be settled at headquarters (sec. 502, Tariff Act of 1930). 

This is to insure the necessary uniformity of action throughout the customs 
service in assessing duties and otherwise enforcing the customs laws. 

The Bureau makes decisions on questions presented by the customs field serv- 
ice or the publie involving the assessment of duties on, and the valuation of im- 
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ported merchandise. The Bureau interprets and administers the enforcement 
and marine laws, the foreign-trade zone law and other customs laws. It drafts 
reports to the appropriate committees of Congress on customs legislation. It has 
a direct responsibility for preserving, through correspondence and interview, 
sound public relations with the importing public, domestic manufacturers, trade 
organizations, and representatives of foreign governments. 

In addition, I cannot overemphasize the importance of the technical assistance 
which the Bureau gives to other Government agencies, congressional staffs, and 
various interdepartmental committees whose activities relate to imports and cx- 
ports and emergency defense activities. 

I should again like to point out the important role which this Washington staff 
plays in making improvements in methods, procedures, and regulations which 
have Nation-wide impact on customs operations. The management improvement 
program, which customs has undertaken, has produced results to the extent 
that we estimate that only a few additional employees, 109, will be required in 
fiscal year 1952 to handle an estimated workload, important segments of which 
will exceed by 100 percent the volumes handled in 1947. And it is hoped that 
this can be accomplished with less than the number of employees on the rolls in 
1947. 

These improvements have not come about by accident. It has been necessary, 
and will continue to be necessary, to aggressively explore every opportunity for 
increased efficiency throughout the entire customs organization. Leadership, 
stimulation, guidance, and, above all, staff time, to work out necessary improve- 
ments must be supplied from the headquarters office. Even now, we have several 
important management improvement items which have had to be deferred for 
study at a later date because staff time is not sufficient to permit their concur- 
rent study with the carrying on of day-to-day operations. 

None of the above is meant to minimize in any way the efforts of our capable 
and hard-working field employees to bring about improvements in our service. 
Many times ideas originate in one field office which, to achieve maximum effec- 
tiveness, must be promulgated and made available to all field offices, or to a 
number of similar field offices. Reviewing and securing approval of these proposals, 
and at the same time assuring compliance with the customs laws, is a tremendous 
and continuing responsibility. 

These functions must be preserved and sufficient personnel provided to carry 
them out if management, uniformity, and control throughout the service are to be 
maintained. We, therefore, respectfully request that the Bureau limitation of 
$1,111,500 be restored in full. 

In closing, permit me to say once more that we believe every dollar of our 
estimate of $38,300,000 is needed by this Bureau to effectively perform the func- 
tion of collecting the revenue under the Tariff Act, properly administer the 
enforcement and navigation laws, and give the public the type of service it has a 
right to expect. 


JUSTIFICATION AND STANDARD CLASSIFICATION SCHEDULE 


Senator Krigore. Mr. Commissioner, before you proceed to high- 
light your prepared statement on the customs service budget for 1952, 
I think it would be proper to insert at this point in the record the clas- 
sification schedule, the amendments requested, and supporting justi- 
fications on the 1952 estimates. 

(The various documents referred to are as follows:) 
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Standard classification schedule 


! ! 
Increase (+) | Increase (+) 
or de- or de- 
} crease (—) crease (—) 
| 1952 estimate bill com- 
compared pared with 
with 1951 estimate 


| Amount 

Standard classification 1951 estimate | 1952 estimate | recom- 
mended 
by House 


Personal services. ._- _...| $34,675,100 | $36,150,258 | $34,675,258 | +$1, 475, 158 | —$1,475, 000 
Travel . 260, 000 260, 000 260, 000 } 

ransportation of things | 375, 000 375, 000 375, 000 
Communication services 280, 000 280, 000 280, 000 
Rents and utility services 245, 000 132, 200 | 132, 200 — 112, 800 
printing and reproduction 169, 900 290, 000 290, 000 +120, 100 
Other contractual services - _ . 215, 000 215, 000 215, 000 
supplies and materials ie 325, 000 317, 542 317, 542 —7, 458 
Equipment | 200, 000 200, 000 200, 000 
Refunds, awards, and indemni- | 

ties 80, 000 80, 000 80, 000 


r 


otal appropriation or es- 
timate : 36, 825, 000 38, 300, 000 36, 825, 000 +1, 475, 000 —1, 475, 000 


Comparison of allowance by H. R. 3282 with appropriation for the fiscal year 1951 


Increase (+) or 

decrease (—) as 

compared with 

appropriation 
for 1951 


Appropriation Estimate for Allowance under 
for 1951 | 1952 H. R. 3282 


Objective class 


Aver- |Aver- Aver- |Aver-| 
age | age age age 
é ) : d : é 
posi- | Amount posi- | Amount posi- A mount posi- 
| tions tions | tions tions 
| 


Amount 


| 


Personal services, base 8, 012) $34, 675, 100, 8, 284/$36, 017, 490) 7, 856 $34, 548, 190) —156]—$126, 910 
Regular pay in excess of 52-week 
base 2 ste ‘ ‘ at 132, 768)... 127, 068 +127, 068 


Net total personal services 8,012) 34,675, 100) 8, 284) 36, 150, 258) 7,856) 34. 675,258) —156 +158 


ravel gb isie 260, 000 } 260, 000 260. 000) - 

ransportation of things-..- ars | 375, 000 375, 000) 375, 000 
Communication services 280, 000) _ 280, 000 280, 000 | 
Rents and utility services - - | 245, 000 | 132, 200 132, 200 —112, 800 
Printing and reproduction .......-| 169, 900 290, 000 290, 000 +-120, 100 
Other contractual services. - .. 215, 000 | 215, 000 215, 000). 
Supplies and materials 325, 000 317, 542 317, 542 —7, 458 
k pment ‘ 200, 000 | 200, 000 200, 000 
Refunds, awards, and indemni- | | 

ties eee aaa eo os ns Te ag cial 80, 000 | 80, 000) _. _. 80, 000 


2. 149, 742 —158 


otal other objects... -.....-. 2. 149, 900 : 2, 149, 742 


Grand total. ......... 8, 012, 36,825, 000; 8, 284) 38, 300, 000) 7,856, 36, 825, 000,! — 156 


Average positions must be reduced while total cost remains unchanged because of (a) within-grade 
promotions and (6) pay in excess of 52-week base. 
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SALARIES AND EXPENSES, BurREAU or CusTOMS 
(1952 estimate, $38,300,000; 1951 appropriation, $36,825,000) 
(House hearings, p. 49) 

(Bill, p. 4, line 1) 


AMENDMENTS REQUESTED 


(1) Page 4, line 16, strike out ‘$1,000,000’ and insert in lieu thereof 
$1,111,500’. 
(2) Page 4, line 19, strike out ‘$36,825,000’ and insert in lieu. thereof 
“*$38,300,000’’. 
HOUSE ACTION 


The bill (H. R. 3282), as passed by the House, appropriates $36,825,000 for 
fiscal year 1952, or $1,475,000 less than the amount requested. 

The Treasury-Post Office Subcommittee of the House recommended an appro- 
priation of $37,500,000, or a reduction in the estimate of $800,000. The sub- 
committee’s comments were as follows: 

“The committee has made a reduction of $800,000 in the 1952 budget estimates 
for this Bureau and is recommending an appropriation of $37,500,000 which is 
an increase of $675,000 over the amount appropriated in 1951 and $181,160 more 
than the appropriation base for 1952. 

‘The committee has allowed the full-year cost of the 207 new positions included 
in the Second Supplemental Appropriation Act, 1951, for the Bureau of Customs 
for part of the year but has not allowed any additional positions requested for 
1952. 

“Tt was disclosed during the hearings that none of the 207 positions had been 
filled although over a month had elapsed since these positions were authorized 
The committee is well aware of the increased workload confronting the Customs 
Bureau but cannot understand why the recruitment of this additional personne! 
has not been pushed vigorously by the Bureau, especially since the need for them 
had become so acute that a supplemental request was presented to Congress and 
approved as an emergency need of the Bureau. 

“The committee is greatly concerned over the management-improvement 
program in the Bureau and is convinced that there is not enough energy being 
expended to put long-needed operating reforms into effect. The Secretary of the 
Treasury testified that although nearly all of the 180 recommendations contained 
in the McKinsey & Co. report and other Bureau studies have been investigated 
and evaluated, approximately one-half of the recommendations accepted have 
not yet been implemented. 

“The committee urges that the management-improvement program of the 
Bureau be expedited because it is convinced that there is much room for improve- 
ment in several areas. 

“It is hoped also that the Treasury Department will press for enactment at 
this session of Congress of a customs simplification bill which incorporates 16 
recommendations for improved operations that require legislative action and 
which the committee understands will simplify the administration of customs 
service. It is expected that both increased efficiency and economy will result 
from the approval of this proposed legislation. 

“The committee has reduced the amount requested for personal services in the 
District of Columbia from $1,111,500 to $1,000,000, which is $70,000 less than 
the amount appropriated in 1951, because the committee believes there is over- 
staffing in the Washington office of the Bureau. The Bureau’s services to the 
public would be greatly improved if more accent were placed on field activities, 
particularly in the ports where imports have been increasing rapidly during the 
past vear.”’ 
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Justification 


Bureau of Customs 1952 request_-_-_-- -- ‘ j ok tl 300, 000 
House allowance_----- --- seis eta eas . 825, 000 


Decrease - - - - - iucuwos ab le Sidi , 475, 000 
The appropriation estimates for Customs for fiscal year 1952 in- 
cluded— 
1. Funds to continue fiscal year 1951 authorized staff through 
fiscal year 1952 __ L ‘ , 949, 700 
2. Funds for increased staff of an average of 109 positions at 
total cost of ‘ 2 350, 300 


Total 1952 request ¥ te adben ze ;, 300, 000 


» House allowance for fiscal year 1952 would result in— 

1. The elimination of the increased staff requested, 109 positions 
total cost including two hundred and sixty-first day 350, 300 

The elimination of the 202 positions authorized for part of 

fiscal year 1951 by the Second Supplemental Appropriation 

Act, 1951, total cost including two-hundred and sixty-first 
day 621, 400 

A further decrease in presently authorized staff by 117 posi- 
tions, total cost including two hundred and sixty-first day 503, 300 


Total reduction____—- ‘i Bee , 475, 000 


The estimate for fiscal year 1952 included an increase in funds over 
those provided for 1951 by the regular appropriation and the Second 
Supplemental Appropriation Act, 1951 ($36,825,000), of $1,475,000. 
This increase was eomposed of the following amounts: 

1. Net cost of within-grade, longevity, and trainee-to-journey- 

man promotions 499, 465 
Additional cost in 1952 to carry positions authorized on a 
part-year basis in 1951 (release of sec. 1214 Reserve and 

Second Supplemental Appropriation Act, 1951) ss 193, 998 

Annual cost of new positions requested 348, 927 

Two hundred and sixty-first day for all positions 132, 768 
Net reduction in “Other objects” (transfer to and from 

other appropriations) i — 158 


Total estimated increase ' , 1, 475, 000 


lhis amount includes funds necessary for the following 

Net cost of within-grade, longevity, and trainee-to-journeyman promotions $499, 465 
Annual cost of 202 additional positions authorized by the Second Supplemental Appropria- 

tion Act, 1951 618, 998 
Two hundred and sixty-first day for authorized staff 131, 395 

? Includes total cost of financing the 109 positions 

Annual cost ..- $348, 927 

Two hundred and sixty-first day 1, 373 


Ree. bss - . 350,300 


The Bureau of Customs enforces the many provisions of the Tariff Act, guards 
against the smuggling of nareotics and other contraband into the United States, 
and proteets American industry from unfair competition from foreign merchan- 
dise. In the process, it collected $422,000,000 in revenue last year and will 
probably collect more than $600,000,000 this vear. 

During recent peak months, the increased workload of Customs was so great 
that serious and continuing delays to importers resulted. Merchandise accumu- 
lated on docks, piers, and in Customs offices. In some instances, serious losses to 
American businessmen and lawsuits resulted. Every major importing group in 
the country as well as representatives of port authorities and of domestic industry 
urge that additional manpower be made available for Customs work. 

In December 1950 this Department requested supplemental funds to finance 
311 additional employees for the balance of fiscal year 1951. By the Second 
Supplemental Appropriation Act, approved January 3, 1951, the Congress 
provided funds for 202 such employees. In making its recommendation on the 
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1952 estimate, the House committee stated that it has allowed funds to finance 
this increased staff through 1952. It should be noted, however, that as a matier 
of fact the House committee’s allowance actually will finance in 1952 only 63 of 
the 202 additional positions recently provided by the Second Supplement,| 
Appropriation Act, 1951. 

As is well known to the Congress and to this committee, the Bureau of Customs 
was one of the first Bureaus in the Federal Government to undertaRe an all-o\ 
management-improvement program. Except for the simplifications, improve- 
ments, and increases in efficiency in this Bureau which this program produced, 
the present handling of Customs business would be chaotic. 

Customs’ single most significant workload item—formal entries— which contro! 
the importations and Customs processing of most goods into the country, has 
increased more than 90 percent in less than 4 vears. During the same period, 
Customs employment actually was reduced nearly 5 percent. More than 600,000 
transactions on which importers may owe additional duties are backlogged and, 
without additional help, cannot be handled. Under the House allowance this 
backlog is certain to increase. 

Despite the facts which are set forth above, the House action proposes an 
appropriation allowance which would reduce Customs staff 428 positions belo 
the President’s budget and 319 below its present authorized strength. Customs 
is a service and enforcement organization. Reductions such as are recommended 
by the House can result in nothing less than further serious disruptions of the 
services which Customs renders to the public. 

It is, therefore, respectfully requested that the full amount of the House reduc- 
tion, $1,475,000, be restored. 

The Department wishes to point out and to protest particularly one phase of 
the House action. The House expressly directed that $111,500 of the total reduc- 
tion be applied against the Bureau’s very limited Washington staff. The House 
committee indicated that, in its opinion, there is overstaffing in the Washington 
office. The Bureau has, over the past 3 years, decentralized many of its opera- 
tions formerly handled in Washington. Had such action not been taken, it is 
certain that the Washington staff would be completely unable to cope with today’s 
workload. Moreover, management reforms don’t always result in decreased work- 
load. As an example, we would like to orally discuss with you the recently estab- 
lished and much-needed procedure whereby American importers and foreign ex- 
porters may obtain formal rulings on the tariff classification of their merchandise 
prior to actual importation. This desirable procedure has, in 5 months, resulted 
in the Bureau’s receiving more than 350 new cases requiring handling. 

Over and above the daily workload of processing cases, there are the manage- 
ment and defense planning activities which this group must carry on expeditious]) 
First, if we are to fully utilize funds appropriated by the Congress, this group of 
employees must devise new procedures, better methods of doing business, and 
working with private industry—find more efficient ways of resolving importing 
and exporting problems. To reduce this staff is to weaken the controls, studies, 
and program planning which result in Nation-wide improvements and savings. 
Decreasing this staff can only result in its being unable to work out improvements 
in operations which are so vital to carrying increasing workloads at minimum cost. 
Expediting the management improvement program, as recommended by the House 
committee, is difficult even with present staff. Second, defense planning and 
related activities require fast and coordinated action. For example, an agree- 
ment has recently been worked out whereby Customs will analyze cargoes of 
rubber imported by the General Services Administration; another, whereby Cus- 
toms will determine wool content on shipments purchased for stockpiling by the 
Army. Many other problems involving ‘‘classified’’ defense activities have and 
will continue to arise. Washington staff must be available to handle these mat- 
ters promptly. 

The 230 Washington employees requested for 1952 represent less than 3 percent 
of the total Customs staff. The Bureau will continue its efforts to delegate 
authority to the field when such transfers mean improved efficiency or better 
service to the public and when such delegations can be made without resulting ir 
a lack of uniformity between field offices in the application of the Customs laws 
It is not believed, however, that further decentralization can economically be 
undertaken in this Bureau. 

Accordingly, it is respectfully requested that the District of Columbia limitation 
be increased to the amount requested in the President’s budget, $1,111,500, so 
that the headquarters office of this Bureau may continue to function effectively . 
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In summary, it is requested that— 

(a) The full amount of the House reduction of $1,475,000 be restored. 

(b) The District of Columbia personal services limitation be increased from 
$1,000,000 to $1,111,500. 


Reconciliation of 1951 appropriation, 1952 estimate, and House 1952 allowance 


Ap propriation, 1951: 
Regular - - -- Leche Pioaiipeibs te ; $36, 600, 000 
Second Supplemental an sibs i ; 225, 000 


Total _ --- hs ‘ Stee ; Se sk ), 825, 000 


Increase required to continue 1951 operating level in 1952: 
To carry 1951 authorized staff: 
Net cost of within-grade, longevity, and _ trainee-to- 
journeyman promotions : ani 199, 465 
Regular pay in excess of 52-week base___- 131, 395 
Additional cost to carry positions authorized for a “part 
of 1951- ox te ‘ ; 493, 998 


Net increase required to carry 1951 authorized staff , 124, 858 


Adjustments in ‘“‘Other objects” 

Transfer of rental charges to GSA 4 a ch Ts 2, 800 
Elimination of surcharges by GSA_-_-- . oe —7, 458 

Cc ost of printing Treasury decisions formerly paid from 
‘‘Miscellaneous expenses, Treasury Department’’__- +28, 500 

Cost to reimburse Bureau of Engraving and Printing for 

Customs stamps, ete., pursuant to Public Law 656, 
Eighty-first Congress = phos hates +91, 600 


Net adjustment in “Other objects”’ sx a are 158 


Net increase required to continue 1951 operating level_ 1, 124, 700 


Appropriation required to continue 1951 operating level 
in 1952 itis 2 : GLb _ 37, 949, 700 


Funds requested for increased staff: 
Annual salaries of 109 average positions _ - 5 bes 348, 927 
Regular pay in excess of 52-week base___- etaeart £.' 225 1, 373 


Total request for increased staff__________-. 350, 300 


Total appropriation estimate, 1952__ 4 : os 38, 300, 000 


Effect of House recommendation: 
Disallowance of 109 additional average positions requested 350, 300 
Disallowance of 202 average positions authorized tor part of 
fiscal year 1951 621, 400 
Further reduction in prese ntly authorized staff by 117 average 
positions UY. ; URN er ate Se Aas earl na a do ks a 503, 300 


Total reduction by House —_ - -_- — 1, 475, 000 


~ 36, 825, 000 
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Reconciliation of 1951 District of Columbia limitation, 1952 estimated amovni 
required, and House 1952 allowance 





Limitation placed on funds available for District of Columbia by 
1951 regular ee : wii sai meee $1, 070, 400 
Increase required to continue 1951 staff in 1952: 







, Net cost of within-grade and longevity promotions___ $12, 925 
Regular pay in excess of 52-week base___- - ; - 4,005 
Total increase required to continue 1951 staff. _ Pe : 16, 930 








Amount required to continue District of Columbia 1951 staff 




































Increase from total appropriation, 1951__...-...----- ; +1, 475, 000 









in 1952_- , ok . 1, 086, 930 * 
Funds requested for increased District of Columbia staff: 3. 
Annual salaries of 5 average positions _ $24, 475 
Regular pay in excess of 52-week base = 95 ‘ 
Total request for increased District of Columbia staff _ 24, 570 5. 
Total estimated amount required for District of Columbia in 7 
Raat a 1, 111, 500 
Effect of House recommendation: , 
Disallowance of 5 additional average positions re- 
quested _ _ - $24, 570 
Further reduction in presently authorized staff by 18 
average positions 8&6, 930 
Total reduction by House _- - - - 111, 500 
Net 1952 appropriation for the District of Columbia recom- 
mended by the House _ 1, 000, 000 I 
a] 
Analysis of appropriation base for fiscal year 1952 e 
. ~ eee t ve 
Regular appropriation, 1951 act .. $36, 600, 000 di 
Supplemental appropriation for 1951 +225, 000 ti 
Cane , The ee wl 
Total appropriation, 1951 -. 36, 825, 000 ea 
teductions: F 
1. Assessment and collection of duties, taxes, and 
fees___ . $154, 658 de 
2. Appraisal of imported merchandise 54, 800 A 
3. Investigations of violations of customs and re- th 
lated laws and regulations 9, 600 uy 
4. Audit of collection and merchandise accounts 100 Fi 
5. Analysis and identification of merchandise for in 
tariff purposes ae 600 
6. Executive direction - 500 
— 220, 258 
—=!] — { 
Additions: 1¢ 
1. Assessment and collection of duties, taxes, and 1¢ 
fees _ 572, 469 19 
2. Appraisal of imported merchandise__- 138, 729 19 
3. Investigations of violations of customs and re- 
lated laws and regulations 1, 000 ! 
4. Audit of collection and merchandise for tariff Sul 
purposes 400 e at 
5. Analysis and identification of merchandise for rel 
tariff purposes. - - -- alban ete tee 700 Ju 
6. Executive direction ___- 800 a 
esha eect ® an 
+714, 098 ; mi 
iaeiieaetan eid 5» Te 
Adjustment in base (net) -- . , ats + 493, 840 p ab 
Appropriation base for 1952 37, 318, 840 He du 
Appropriation estimate for 1952 38, 300,000 FRY th 
saan rns pe 
Increase over appropriation base for 1952___ 981, 160 







ui) 


OO 
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i) 
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100 


840 
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000 
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Comparison of appropriation base with appropriation estimate for 1952 





Appropriation base Appropriation esti- 










-rease 
for 1952 mate for 1952 Increase 
Activity ree - - ————— ——— 
verage | Average Average 
Average Amount A io ‘g Amount A rs rage Amount 
positions positions positions 








1, Assessment and collection of 


juties, taxes, and fees 6, 192.2 $28 069, 650 6, 259.2 |$28, 757, 700 67.0 SASS, OS 
Appraisal of imported merchan- 
dise 1, 145.5 4, (44, 790 1, 178.5 4, 825, 200 33.0 180, 41 


Investigations of violations of 
customs and related laws and 











regulations 278. 5 1, 735, 200 278. 5 1, 756, 200 21, OOF 
4. Audit of collection and merchan- 
dise accounts 216.0 1, 103, 200 2), 0) 1, 138, 000 4.0) 34. 800 
Analysis and identification of 
merchandise for tariff purposes 117.8 594, 100 117.8 | 609, 500 | _. | 15, 400 
Executive direction 295.01 1.17) | 





1, 213, 400 50 41 500 





Increase over appropriation 
base 8, 175.0 318, 840 &, 284.0 38, 300, 000 109. 0 Sl, 1H 


Adjustment in base (net) 163. 1 443, 840 4-163. 1 +493, 84 





lotal, appropriation 195!, and 
ippropriation estimate for 
1952 






8,011.9 +6, $25, 000 8, 284.0 | 38, 30 





000 972.1 | +1. 475, 000 











GENERAL 





STATEMENT 








The principal functions of the Bureau of Customs are to enter and clear vessels 
supervise the discharge of cargo; ascertain the quantities of imported merchandise; 
appraise and classify such merchandise and assess and collect the duties thereon 
control the Customs warehousing of imports; inspect international traffic by 
vessel, highway, railroad, and air; review protesis against the payment of duties 
determine and certify for payment the amount of drawback due upon the exporta- 
tion of articles produced from duty-paid or tax-paid imports; prevent smuggling, 
indervaluation, and frauds on the customs revenue; apprehend violators of the 
customs law; enforee the Antidumping Act; and perform certain duties under the 
Foreign-Trade Zones Act. 

The appropriation requirements of the United States Customs Service are 
determined by forces almost wholly outside Customs’ administrative control. 
\s a service organization, its manpower needs are governed to a large extent by 
the volume of imports, number of travelers, and related transactions it is called 
ipon to process. This workload has risen continuously in the postwar period. 
Formal entries, which are probably the most important workload indicator, have 
increased as follows: 











Foi mal é nti ies 
Workload 


crease 








Fiscal periods compared 









1948 over 1947 11.7 
1949 over 1948 14. 6 
1950 over 1949: Full year 14.6 
1950 over 1949: Fourth quarter (April, May, June) 25. 7 
1951 over 1950: First quarter (July, August, September) - 39. 4 


This increase in measurable workload, especially the tremendous and con- 
linuing upsurge since April 1950, has resulted in bogging down Customs operations 
at nearly every port in the United States. Delays to importers, both in obtaining 
release of their merchandise and in ascertaining their duty liability, are resulting. 
Justifiable complaints from the importing public are being received daily. 

\dministratively, Customs is continually trying to improve its procedures 
and make them more etticient. Over the past few years the Customs manage- 
ment improvement program, which has as its objective improved service at 
reduced cost, has been intensified and has contributed materially to Customs’ 
ability to meet the increased demands for services. Asa result of these endeavors, 

> during the fiscal years 1948, 1949, and 1950, on which actual results are known, 
») the Customs Service has been able to effectively handle an increase of over 47 
) percent in business and has done this job with a reduced staff that has saved the 
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taxpayers over $12,000,000 as compared with Customs 1947 staff. Howeyer, 
despite these management savings, the present and anticipated workload increases 
make it impossible for Customs with its existing staff to effectively enforce ‘he 
laws which it is administering and at the same time give to the public the kind 
of service it has a right to expect. 


PERSONNEL 


In the fiscal year 1947, Customs full-time permanent employees averaged 
8,219, in 1951, despite a total actual and estimated workload increase of more 
than 90 percent over 1947, only 7,857 such employees, or approximately 5 percent 
less than the average for 1947, can be financed from presently available appro- 
priations. 

ADDITIONAL POSITIONS FOR 1952 


The Second Supplemental Appropriation Act of 1951 provided 202 additional 
positions on a part-year basis. The appropriation base for 1952 has been adjusted 
to cover the carry-over cost of these positions. Despite this increase in staff, 
Customs only hope of successfully meeting the additional workload anticipated 
in 1952 is to receive the additional positions summarized below. 
Number of 

Activity positions 
Assessment and collection of duties, taxes, and fees_......_....-...-----. 
Appraisal of imported merchandise 
Audit of collection and merchandise accounts 
Executive direction 


LANGUAGE CHANGES 


Change No. 1: Delete “not to exceed $12,000 for maintenance and improve- 
ment of buildings and sites, acquired under the act of June 26, 1930 (19 U.S. C. 
68)”; and “‘printing and binding’’. 

Explanation: The buildings and sites referred to are those at remote border 
stations where private accommodations are not available. Repairs and improve- 
ments are made solely for the purpose of maintaining the property in usable 
condition, Obligations under the limitation have never exceeded $10,000 in any 
one year and have generally averaged less than $5,000 per year. The elimination 
of this limitation will obviate the need for keeping separate accounts for these 
minor expenses and will thereby simplify the accounting operations of this Bureau, 
The need for printing and binding language was eliminated by Public Law 830, 
Eighty-first Congress, approved September 3, 1950. 


EXPLANATION OF ESTIMATES BY ACTIVITY 
1. Assessment and.collection of duties, taxes, and fees (increase $688,050) 


The collector of customs are primarily responsible for the administration of this 
activity, the principal functions of which are to enter and clear vessels and aircraft; 
supervise the discharge of cargo; ascertain the quantities of imported merchandise; 
classify such merchandise and assess and collect duties thereon; control the 
registry, enrollment, admeasuring and licensing of vessels and collect tonnage 
taxes, regulate vessels in the coastal and fishing trade; record mortgages and sales 
of vessels; deposit to the credit of the United States all moneys collected and make 
proper accounting thereof; enforce customs and other laws by surveillance and 
inspection of international traffic by vessel, highway, railway, and air; review 
protests against the payment of duties; determine and certify for payment the 
amount of draw-back due upon the exportation of articles manufactured from 
duty-paid or tax-paid materials or articles; prevent the smuggling of contraband 
merchandise (including narcotics) and the introduction of prohibited articles; 
prevent and detect undervaluation and frauds on the customs revenue; apprehend 
violators of customs laws and perform certain duties under the Foreign-Trade 
Zones Act. 

INSIDE FORCE 


Customs must keep the entries moving quickly and must be in a position to 
inform the importer of his duty liability within a reasonable period of time. 
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Accordingly, our most serious inside-force needs are for entry officers and liqui- 
dators. 


Entry officers 


During 1950, Entry Division employees processed nearly 735,000 formal 
entries (excludes warehouse withdrawals). This large workload taxed the pro- 
ductive capacity of these employees to the limit. Numerous eomplications 
in later processing have been traced to over-fast handling in the Entry Division. 
In fact, it has been necessary in many cases to detail other employees, usually 
liquidators, to the Entry Division to keep the work from bogging down. To help 
correct this situation and to meet the conservatively estimated 30 and 10 percent 
increases in 1951 and 1952, respectively, will require a minimum of five more 
entry Officers in 1952. 


| Actual, 1950 |Estimate, 1951 | estimate, 1952 











| 

| } 
Formal entries to be processed (excludes warehouse with- | 
CHI re brieda<anabeias s aisineprisin ummeee a Aa veidetbalednen a 734, 760 955,000 | — 1,050, 400 
Average number of Entry Division employees. -.............-- 350 369.3 388 





Liquidators 


Coneurrently with the shortage of personnel to process entries on the incoming 
side, an even more serious situation has developed, and is getting worse, with 
respect to the liquidation of entries. 

Excess backlogs of entries to be liquidated at the port of New York approximate 
6 to 8 months’ receipts. Other ports are experiencing similar difficulties, and 
serious, Well-justified complaints from the importing public are mounting. In 
1950, despite the best efforts of approximately 180 liquidators, the backlog of 
unliquidated entries increased by more than 35,000. If formal entries reach the 
955,000 estimated for 1951, and current receipts indicate the strong possibility 
that this estimate will be exceeded, it appears inescapable that the backlog of 
unliquidated entries will increase by at least 195,000. During the first quarter of 
1951, that backlog has already increased from 428,000 to 480,000, or by 52,000. 
Such a situation cannot be permitted to continue because of the serious hardship 


it works on importers. Accordingly, 11 additional liquidators are requested 
for 1952, 








bal Estimate, Estimate, 
Actual, 1950 1951 1952 








Formal entries to be processed (excludes warehouse with- 


drawals) Lia 734, 760 955, 000 1, 050, 400 
Formal entries liquidated ; 697, 696 760, 000 872, 000 
Average number of liquidators (mMan-years) _ , ‘ | 180 | 196 225 
Average liquidations per man___--_- 3, 876 3, 876 3, 876 
Increase in backlog 7 ’ ane : 1 ae 37, 064 195, 000 178, 400 











OUTSIDE FORCE 

The entry officer and liquidator positions discussed above are required to 
process the greatly increased flow of “paper work’’ through the Nation’s custom- 
houses. In addition, Customs needs a substantially increased ‘‘outside force’’ to 
process incoming merchandise and to effectively conduct the enforcement activi- 
ties with which it is charged by law. 


Inspectors 


In the discussion above concerning entry officers and liquidators, the basic 
justification made for increasing the inside force was the continuing sharp increase 
in every major phase of customs business. The impact of this rising workload is 
equally serious on the “outside” force. The largest operating component of this 
outside foree is the customs inspectional force. For these men, the major cate- 
gories of duties include (1) supervision of lading and unlading of cargo and the 
disposition of imported merchandise, (2) weighing, measuring, and gaging mer- 
chandise subjeet to such handling, and (3) examination of vehicles and passengers’ 
baggage. In the course of their regular duties, these men also screen incoming 
merchandise against illegal importations. 
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Workload of inspectors in outside force, fiscal years 1947-50 


3 
Percent |Percent Percent 
9 , 1948 1949 | 195 
¢ q 
1947 1948 ser) 10 oh hae 0.172000 beer 
| 1947 | |; 1948 | 1949 
Formal entries... _. ; 672, 727 751, 544 11.7 | 860,904 | 14.6 | 986, 977 14. ¢ 
Carriers of persons or mer- | | | 
chandise entering United | | 
States..... wha 18, 148, 924 | 19, 580, 248 | 7.8 | 20, 892, 220 6.7 | 22,415, 050 7.3 
Persons entering United | 
States 78, 947, 553 | 81, 917, 393 | 3.7 | 83, 702, 906 2.1 | 86, 956, 174 | 3.9 
Number of inspectors June 30 2, 410 | 2, 549 | 5.8 | 2, 531 —.7 | 2, 551 8 
| | | 


From the above table, it will be noted that the inspectional force could by 
increased only 0.8 percent in 1950 over 1949 despite increases in key workload 
indices of from 3.9 percent to 14.6 percent. In each year since 1947 the gap 
between workload and manpower has widened. 

In part, this increased workload has been absorbed through the installation of 
the time-saving improvements in operations, such as (1) the use of scientific 
control methods of weighing certain classes of merchandise, and (2) the installa- 
tion of joint customs-immigration preliminary questioning on the Canadian and 
Mexican borders. In greater part, however, the increased workload has bee: 
absorbed by lessening the thoroughness of the job done by these employees. 


Inspectional workload in major ports—percent changes fiscal year 1950 from fiscal 
} J ' ges J ’ ; 
year 1949 


Workload Employment 
* ‘ Naienaneie | mean “ 
Formal Carriers | Persons Inspectors 
| entries entering | entering 
Percent Percent | Percent Percent 
I ha i Bite S adalat | 4-35 4-22 4-38 | +8 
New York | +12 +1 +19 | ' 
Philadelphia +16 +2 +52 ( 
New Orleans +2 +14 +29 + 
E! Paso j +-35 | +124 | +20 | —4 
Nogales 4 oe +17 +8 l 
Los Angeles +265 —4 ~3 
San Francisco +-27 +10 —s 
Portland, Oreg +19 +48 | +92 ( 
1 No change. 
Additional positions requested 
District Entry Ligui- Inspectors | Laborers Clerks Total 
, officers dators ’ . 
Massachusetts___.._____ i 1 3 a baieetenisrte Matec! bacn) ‘ 
New York : a ‘ 4 6 ioe: 26 | 4) 1 
Philadelphia Shad Dee eae 
Florida... .._- Gioia A .| 
Laredo....._.- siewdhssewcenkotteundes enn bles eecat 1 | 
E] Paso aie : : 6 ad On alee | 
Los Angeles 1 1 | : 
Washington. .-_- [tJ 2 atic w=a-=|--20---~--s-] 
CP Ss dah Scat ee came wahin . ‘ ———— 1 |} 
ee See ee Se 5 11 | 18 26 | 7) 67 
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Summary by objective class of activity 1 


Increases 


] 
tot ait 
Appropriation base, Estimate, 1952 


| 
| Average | 
| positions 


Average 
| positions | 


| Average | 


| positions | Amount Amount Amount 


Personal services... 6, 192. 2 |$26, 622,608 | 6, 259.2 |$27, 310, 658 | +67 | +$688, 050 
Travel 99, 900 | 99,900 |..._.. ‘ 
Transportation of things 351, 000 | 351, 000 

Communication services 211, 400 | 211, 400 

Rents and utility services cia 94, 300 94° 300 | 

Printing and reproduction - -- - 246, 300 |... | 246, 300 

Other contractual services ; 156, 200 |_. 156, 200 

Supplies and materials 183, 942 | 183, 942 

Equipment 89, 000 89, 000 

Refunds, awards, and indemnities 15,000 |_. | 15, 000 


Total - -. . . . 6, 192. 2 | 28, 069, 650 ), 259.2 | 28, 757, 700 +67 | +688, 050 


JUSTIFICATION OF INCREASES BY OBJECTIVE CLASS 


Personal services 

The increase of $688,050 requested for 1952 is required for payment of the 
following: 
Regular pay in excess of 52-week base _-_-- - .. $100, 668 
Net cost of within-grade salary advancements, including longevity 

increases, and trainee-to-journeyman promotions - - 379, 540 
67 additional positions - - - - aaa ‘ 207, 842 


Total personal services increase_- aa .... 688, 050 


Workload data, 1948-52 


1948 1949 1950 


Formal entries: 
Free ce 231, 381 246, 327 251, 446 280, 294, 000 
Dutiable 302, 378 365, 149 23, 395 Ae | 661, 400 
Warehouse 48, O84 49, 251 | 59, 91¢ 5, 95, 000 
Warehouse withdrawals 169, 701 200, 177 252, 217 328, 361, 000 


Total formal entries ‘ 751, 544 | 860, 904 986, 977 » 283, , 411, 400 
Percent change from prior year 11.7 14.6 | 14.6 ‘ 10.0 


nformal entries 
Baggage , 350, 736 , 475, 090 , 527, , 559, 000 , 601, 000 
Mail 644, 229 635, 601 ; 000 610, 000 
Other 4 : z 668, 449 436, 161 a 000 525, 000 
Total informal entries 2, 663, 414 2, 646, 852 2, 682, 187 2, 000 2, 736, 000 
Percent change from prior year 4 —0. 6 : 1.0 1.0 


In-bond entries: 
Immediate transportation 31, 3: 138, 261 ‘ 148, 000 52.000 
Transportation and exportation ‘ 5, 66 117, 061 ,f 5, 000 114, 000 


Total in-bond entries__._... ; 257,018 | 255, 322 \ 000 266, 000 
Percent change from prior year —5.3 —0.6 ; 1.0 1.0 


Export transactions: 
Notices of intent to export. 255, 012 209, 850 | E 000 150, 000 
Drawback entries. - - 11, 617 13, 913 3, 14, 000 14, 000 
Export declaration. - - - ; | 7, 207, 646 }, 145, 607 5, ; 5, 422, 000 5, 162, 000 
Total export transactions ; 7, 564, 275 }, 369, 370 5, , 898 5, 606, 000 5, 326, 000 
Percent change from prior year —1.8 —15.7 7 —5.0 —5.0 


Carriers of persons or merchandise entering 

the United States ; 19, 580, 248 892, 220 | 22, 415, 0: 24, 650, 000 25, 883, 000 
Percent change from prior year t 7.8 6.7 | ‘ 10.0 5.0 
Persons entering the. United States 81, 917, 393 | 83, 702,906 | 86, 956, 88, 700, 000 | 90, 500, 000 
Percent change from prior year 3.7 2.1 3.9 2.0 2.0 
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Workload data, 1948-52—Continued 








Documentation transactions: 

Documents issued (registers, enroll- 

ments, and licenses) oat } \ 
Licenses renewed.. 23, 352 22, 837 
Mortgages, bills of sale, and abstracts 

of title recorded 12, 569 10, 332 
Abstracts of title issued_...___.._____. 2, 844 2, 948 
Navigation fines imposed_______.__- 2, 858 2, 903 


Total documentation transactions. - 516 52, 305 
Percent change from prior year... ._. 3.7 —7.4 


2. Appraisal of imported merchandise (increase, $180,410) 


This activity is administered by the customs appraisers of merchandise, the 
officers who have the responsibility for determining the dutiable value of imported 
merchandise. They also advise the collectors of customs as to the rates of duty 
and the provisions of tariff law which they believe to be applicable to the im- 
portation, thus permitting the collector to assess and collect the appropriate duty. 
The appraiser must examine a sufficient sample of any lot of imported merchandise 
to make his classification and value determinations; ascertain that merchandise 
has been properly invoiced and be fully cognizant not only of general appraise- 
ment and classification principles but also of the current court decisions and 
administrative instructions applicable. 


Additional positions requested 
Title: Number 
Examiner 
Examining aid_ 
Verifier 
Clerk 
Laborer - - 


OD rscot arte csmscatlceky 


Best present estimates place the most urgent need for these positions in the 
following districts: 


| 
| Examining 


District Examiners | aida Verifiers Clerks | Laborers Total 


Massachusetts 
New York 
Los Angeles 
Chicago 
Cleveland 


Total__.. 


} 


Measurable workload data 


ae | 1950 1951 


Appraisers: | | 
Packages examined at public stores_....._...__- 457,686 | 485,760 | 529, 169 705,000 | = 783, 00% 
Percent change from prior year............---- —1.0 | +6. 1 | +8.9 | +33.2 +11.0 
Invoices processed ; ~-+-+-+--------}1, 010, 411 /|1, 105, 648 /1, 190, 982 |1, 490, 000 | | 1, 639, 000 
Percent change from prior year - ant eee 9, 2 | +9. 4 | +10. ( 
Customs information exchange: | 
Appraisers’ reports of value or classification re- | | 
ceived. _- Be a 28,648 | 31,9386 | 38,615 | : 53, 000 
Percent chs ange ‘from prior ‘ve ar | —2.3 | +115 5 . +10.0 
Differences in classification reported | 2, 569 | 2.819 F 3, 060 
Percent change from prior year i Eee —18.5 | +9. 7 | y . +2.0 
Differences in value reported..................--| 4,118 8, 805 | 3, 3! é 3, 030 
Percent change from prior year piesecemes See t —7.6 | 3 | ; —5.0 
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Summary by objective class of activity 2 


o 


| a base Estimate 1952 Increases 
| 
sie wpe a wai 


A verage 
positions | 


Average 


Average | f 
positions 


positions | Amount 


Amount Amount 


Personal services.................---| 1,145.5 | $4, 468, 990 $4, 649, 400 
WAVE A Jods ano bdtccwbkigsvtccestodtan a 18, 000 | 18, 000 
Transportation of things -....... wastes 4, 400 4, 400 
Communication services. .........-.| 28, 200 | 28, 200 
Rents and utility services... ........}....-.....} Re Makin 2 oe 7, 300 
Printing and reproduction _. --.--. ‘ peal 24, 800 
Other contractual services_._......--} 9, 000 
Supplies and materials bedeawsh inoatl 39, 100 
Equipment onsen ates 6 ish 45, 000 
Refunds, awards, and indemnities-_|-_-- ie eee 





Total__...- 1,145.5 | 4,644, 790 | 5] 3| +180, 410 
| 











JUSTIFICATION OF INCREASES BY OBJECTIVE CLASS 


Personal services 
The inerease of $180,410 requested for 1952 is required for payment of the fol- 
lowing: 


Regular pay in excess of 52-week base___._._..--__-_--- eee 
Net cost of within-grade salary advancements, including longevity in- 

creases, and trainee-to-journeyman promotions.___........--------- 65, 600 
2. Ae ne ca kadwad cmeawneetared dian wn 98, 210 


Total personal services increase 


8. Investigations of violations of customs and related laws and regulations (increase, 
$21,000) 


The Customs Agency Service is the investigative arm of the Bureau of Customs. 
Its principal investigations concern (a) regulations; (b) valuation, classification, 
and invoicing of imported merchandise; (c) draw-back; (d) thefts from Customs’ 
custody; and (e) alleged derelictions of Customs’ personnel. In connection with 
such investigations, Customs’ agents makes searches, seizures, and arrests as 
required. 

Total investigations completed in 1950 exceeded 1949 by 3.3 percent. Although 
the number of investigations required is expected to continue on the upward 
trend during 1951 and 1952, it is believed that the Agency Service can absorb the 
increased workload without additional manpower. 


JUSTIFICATION OF INCREASES BY OBJECTIVE CLASS 


Personal services 
The increase of $21,000 requested for 1952 is required for payment of the 
following: 
Regular pay in excess of 52-week base ...-. $5, 500 
Net cost of within-grade salary advancements, including longevity in- 
creases, and trainee-to-journeyman promotions 15, 500 


Total personal services increase 
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Summary workload data 








| | | 
Type of investigations | 1948 1949 ee 1950 | 1951 1952 
NE ga oo i Bah sae aah _.| 3,1} 3,910 | 4,200} 4,300] 4, 400 
Baggage declaration violations... ---_..........-.-.-.--.------- | 1,639} 1,950 1,929 2,000; 2.000 
Touring permit violations - -- FIURUEUEL dincciotwrensnassen |} 1,250] 1,462 | 1,641 | 1,700| 1,700 
et vcaveslasssousccasccssadl 1B, Lae) Lae) Gael Lam 
Export control..............--.-- aS eve iitnwhacnal Mb 10 agdee) ae A) ee 600 
Undervaluation and false invoicing. --------------] 1,362] 950] 914] 930 950 
Collection of supplemental duties alk athte miro 767 | 855 | 723 | 730 740 
Market value and classification ane “_ 876 685 | 690 | 700 | 720 
Petitions for relief . alae inte 769 | 620 | 549 | 560 | 570 
Navigation and aircraft violations : sll 402 | 492 | 609 | 670 | 730 
Character investigations of applicants : ; 293 | 486 | 425 | 900 | 700 
Alleged derelictions of customs personnel 167 | 399 | 1,018 | 500 | 5) 
License applications we Z 316 | 331 | 262 | 270 | 270 
Thefts and pilferages from customs custody 195 211 | 293 | 300 | 3M) 
Examination of brokers’ records 209 | 190 | 295 | 300 | 100) 
Miscellaneous !__..........-.- : ; Se i ae 1,310 | 1,483 1, 901 1,900; 2,000 
Total... ham / — --- | 14,924 | 16, 640 | “17, 183 17,520 | 17, 780 
Change from prior year, percent._- puccndltes eathitank --| 95] 11.5] 3.3 | 1.2 | 1.2 
| | | | 


! Miscellaneous includes (a) prohibited importations, (6) marking of merchandise, (c) bonds, 
(d) customs procedures, (¢) Federal tort claims, and (/) various other items. 


Summary by objective class of activity 3 


Appropriation base 


1952 Estimate 1952 Increases 
952 
A verage Average Average 
positions Amount positions Amount | positions | Amount 
Personal services... ....-.-- 278.5 | $1, 429, 300 | 278.5 | $1,450,300 |_.........| 4$21, 000 
Travel 84, 600 84, 600 
Transportation of things. ; 16, 200 16, 200 
Communication services__-____- 23, 500 : 23, 500 
Rents and utility services | 11, 100 11, 100 
Printing and reproduction. = 6, 300 6, 300 
Other contractual services . 36, 400 | __ 36, 400 
Supplies and materials | 44, 800 44, 800 
Equipment. . t : | 18, 000 | 18, 000 
Refunds, awards, and indemnities 65, 000 65, 000 
ibid con 335 oe 278.5 | 1,735,200} 278.5 | 1,756,200 |__.. | 4-21, 000 


4. Audit of collection and merchandise accounts (increase $34,800) 


The comptrollers of customs are primarily responsible for the administration of 
this activity, the principal functions of which are, by statute, to establish the 
accountability of collectors for the proper and complete collection of all duties, 
taxes, fees, fines, and penalties imposed by the laws relative to the customs and 
for all moneys disbursed in refunds and draw-backs. The comptrollers’ offices 
verify the liquidation and ascertainment of duties on all entries of merchandise 
imported on all allowances for draw-back of duties after manufacture and expor- 
tation; by comparison with independent records and vouchers certify to the 
correctness of the collectors’ abstracts and accounts of both money and mer- 
chandise; and account for the final disposition of imported merchandise and for 
transfers and importations of merchandise under bond. 


Workload data 


| 1948 | 1949 1950 1951 1952 
j 
Liquidations verified 1,961,135 | 2,042,917 2, 000, 000 2, 000, 000 
Verifications pending at the end of the year 192, 214 | 102, 475 | 150, 000 | 300, 000 
Errors found 15, 979 14, 148 | 





Percent errors to total liquidations 0.8 0.7 0.7 
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In two of the seven comptroller districts (Baltimore and Chicago), it has been 
impossible to finance the two field auditors normally assigned to each office. Asa 
result the audit performed is exclusively a paper one of documents submitted to 
the comptroller. This is an unhealthy situation which may at any time result in a 
serious defaleation not being detected for an extended period of time. 

Funds are requested to fill the four important field auditor positions, two in each 
of the above offices. 


Summary by objective class of activity 4 


: ' 
sropris ase > ‘ 
API ti base Estimate 1952 Increases 


icine | Average Average 
Average | amount | AV€Te | amount | AVerae 


a Amount 
positions positions positions Amoun 


Personal services 216.0 | $1, 060, 800 220.0 | $1,095, 600 +4.0 
Travel 25, 700 25, 700 
Transportation of things 

Communication services 1, 400 , 400 

Rents and utility services 

Printing and reproduction _. 5, 000 5, 000 

Other contractual services - . . . | 900 900 

Supplies and materials , 400 | . 400 
Equipment | , 000 | , 000 

Refunds, awards, and indemnities.- - 


Total 216.0 |} 1, 108, 200 


JUSTIFICATION OF INCREASES BY OBJECTIVE CLASS 
Personal services 


The increase of $34,800 requested for 1952 is required for payment of the 
following: 


Regular pay in excess of 52-week base : $4, 000 
Net costs of within-grade and trainee-to-journeyman advancements _ 12, 400 
4 additional positions_-_--_-_-_-—-- . 18, 400 


Total personal services increase _ - = rene 34, 800 
5. Analysis and identification of merchandise for tariff purposes (increase $15,400 

This activity covers the customs laboratories which primarily serve the customs 
service by providing scientific analysis and identification of merchandise which is 
not susceptible to such analysis and identification by inspection. The analysis 
is made to determine facts upon which identification for tariff purposes, rates of 
duty, and admissibility may be established. The chemists procure and maintain 
laboratory equipment and supplies, prepare reports on work performed, present 
evidence and testimony in court, and develop detailed procedures for sampling 
and testing imported merchandise. 

The continued heavy upsurge of importations was reflected also in the volume 
of tests required of the customs laboratories. In total number the samples tested 
in 1950 exceeded 1949 by nearly 14 percent. This increase exceeded our estimate 
of a year ago (9.2 percent) by more than 50 percent. The reinstatement of scrap 
metal on the dutiable list has materially increased the number of complicated 
tests. Fixed and essential oils tests, which are among the most difficult, continue 
to increase in volume. At the same time, continuous improvements in testing 
techniques, developed by the customs chemists and their staffs, have made 
possible the processing of this additional workload without material change in 
personnel. 
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Summary workload data—samples tested 
























































Kinds of merchandise 1948 1949 | 1950 1951 1952 
- | 
OIE adn iyi sansa pee sre me sehtyong-asts 20, 436 18, 659 16, 739 16, 500 17, 500 
Mecano Acton ennttanitidaccucactcagas 8,177 6, 352 9, 172 12, 000 12, 500 
Molasses and sirups................-.-..- 1, 910 1, 167 980 900 800 
Is tsi soctict ae Hed ek kb eade 827 893 865 850 900 
UN od rnewancd um senbeagmeiinae 1, 989 1, 765 2, 624 2, 800 3, 400 
Fixed and essential oils__..............._.- 1,375 2, 037 4, 205 4, 700 5, 500 
Alcoholic products_......2.-..2..-.2....- 2, 351 3, 280 3,177 3, 100 3, 200 
POUNOROUIR abs 6 his. Sak Otc dind code niche 2, 227 2, 439 3, 208 4, 000 3, 000 
Coal-tar products__....._..- edie edie 1, 198 1, 041 2, 550 3, 000 3, 200 
U0 NG CRONIN 5 na ccs sept coc ceus- 15, 180 20, 051 22, 232 24, 000 26, 300 
Manufactured and inorganic chemicals _ _- 2, 509 3, 533 3, 410 3, 400 3, 500 
ODN ia dss caddis fs dea Mh stddendgn tabs 1, 850 1, 681 1, 572 1, 500 1, 500 
DRIDS cempen pin ne 6 SpaWss phy wines vsiaergeem 6, 398 3, 773 5, 840 6, 500 ri 
Opium and narcotics ____.........-.---.-.. 3, 066 2, 904 2, 966 3, 000 3, Onn 
DRMIOONNOES 2k os SSS eee 3, 508 3, 676 | 3, 889 4, 000 4 
j necpetpenndh cmatpinetneepamenndintsingetniaaptgtieanl breredigiewpes: mw” 
Ei crrcakernorh-nilelaneiathiaintens | 73,001 73, 251 83,429} 90, 250 96, 0 
Change from prior year ade 20.5 0.3 13:9 | 8.2 600 
| 4 
Summary by objective class of activity 5 
| cial a base Estimate 1952 | Increases 
| cs ‘eee | er 
| 
| Average Average | Average 
| positions Amount | positions | Amount | positions Amoun 
eee eee aniiilati | — 
Personal services..................-- | 117.8 | $517,400 | 117.8 3 | CUBS B00 Bonen reccd +$15, 400 
TOE ci cindsnsetatedicks «Vulcans leeaabastion 2, Fer 5, 000 o 
Transportation of things. .........- be ewenebals OSes. NDS acted se cha 
Communication services. --.-.....-.- labiesesan ed ee j Bg Bee Benassi es cobenses 
Rents and utility services._________ eo 1,200}. weld Cee CA ate 
Printing and reproduction ----..---- Bois wiktetonrents4 | 2,000 fesatiin. | REED Sei ios ead. 8s 
Other contractual services - .....-_- | peatsapdic paar RT RarSiciapncetivinn Wy Oe Acad. OC SURabee oe 
Supplies and materials___.--_._..-- amie mathiered 26, 800 SET Bixisien coal tase 
ER ah Reh nliniaceacphcis Posie o hast I ateierasinetsiees 35, 000 |---------- BONED fii tes. 
Refunds, awards, and indemnities- -| aoente bidleneteredass |----------]------------]-----0----]----- 
Medel okucd ci teeccscusct 117.8 | 54, 100 117.8 | 609, 500 |... +15, 400 


The increase of $15,400 requested for 1952 is required for payment of the 
following: 


Regular pay in excess of the 52-week base ___....._._...--.----- _... $1, 900 
Net cost of within-grade and trainee-to-journeyman advancements - -_--- 13, 500 
Total personal services increase ___............---.-..---.-- ..-. 15, 400 


6. Executive direction (increase, $41,500) 


This activity covers the Washington office of the Bureau of Customs which 
provides: (a) Over-all policy formulation and coordination; (b) advice and deci- 
sions, both legal and administrative, with respect to the technical aspects of 
customs administration; (c) control and direction in the fields of budget, manage- 
ment, personnel, fiscal, and administrative services operations. 

The inereased number of customs transactions and the greater complexity of 
postwar cases have resulted in an intensified workload in the Washington head- 
quarters office of the Bureau of Customs. In addition, the burden of improving 
and simplifying customs procedures results in a greater need for making studies, 
reviewing past decisions, and working on numerous special projects by the 
Washington staff. Similarly, the increased trade tempo requires that more time 
be spent in meeting with and discussing the problems presented by importers. 

In the technical and interpretive divisions of the headquarters office, the factors 
described above have resulted in not only taxing the capacity of the present staff 
to the limit, but also in delays in the rendering of important decisions. Unwar- 
ranted delays in decisions are a hardship on the importing public. However, 
adequate research into complex cases is necessary to insure fair treatment to both 
the importers and to the Government and is difficult to achieve with the present 
staff assigned to this work. 
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An important factor resulting in present and potentially increased departmental 
workload is the procedure promulgated by Treasury Decision 52588, dated October 
27, 1950, under which American importers and foreign exporters can obtain formal 
rulings on the tariff classification applicable to their merchandise in advance of 
importation into the United States. In other words, the rate of duty which will 
be applied can now be finally determined before the goods are sent; landed cost, 
including customs duties, can be computed by the prospective trader, 

This decision meets one of the major needs of foreign traders and the lack of 
such a procedure had been the subject of bitter, well-justified complaints. Busi- 
ness losses resulted all too often before this system was devised because no firm 
decision on tariff classification could be secured in advance of shipment of the 
goods. 

’ Since the issue of this “advisory classification” regulation, more than 135 
requests have been received for such determinations. Many cases involve hours 
and often days of research. The determination must be carefully arrived at to 
protect Government revenues and to carry out the other purposes of the tariff law. 

Large numbers of hours of. voluntary and uncompensated overtime are being 
worked. While such overtime is not necessarily objectionable for short periods 
to meet peak loads, this practice should not be permitted to continue for an 
extended period of time. 

Accordingly, in order that the headquarters office of the customs service may 
render prompt, accurate decisions to its field offices and to the public, an addi- 
tional five positions, four legal assistants and one clerk-stenographer, are requested 
for the fiseal year 1952. ‘To relieve serious manpower shortages in the respective 
divisions, it is planned to assign these positions as follows: 


Additional positions at headquarters 


Legal | Clerk-ste-| = 
| assistants |nographers| otal 


| 
ul 
, i ‘ os | 
Classification, Entry and Value Division -.-...........--------------| 3 
Draw-back, Enforcement and Quotas Division..............--- rdawed 1 
Marine Administration Division__.- 1 


Total d mts 5 


et petneernnenpenntione — pacpetinaninanp 


The legal assistants will enter at grade GS-11, $5,400, and the clerk-stenographers at grade GS-4, $2,875, 


Summary by objective class of activity 6 


| 
Appropriation base | 
1952 


We 


Estimate 1952 | Increases 


| Average | Average | 
sos f yt | sas | 
positions | Amount positions | 


Average | 


Ame ee! 
Amount positions 


Amount 


| 
Personal services ; he 225.0 | $1,070, 000 | 230.0 | $1, 111, 500 f +$41, 500 
lravel j ‘ | 26, 800 : | 26, 800 

Transportation of things.......-. a — 500 pastel 500 |._.- 

Communication services . 400 |. | 14, 400 | 

Rents and utility services | 3, 300 |... i 18, 300 | 

Printing and reproduction seal 5, 000 5, 000 | 

Other contractual services - . . ._- | ? e322 -| 10, 400 | _- 

Supplies and materials : Be lis cn cee 21, 500 |__- 

Equipment x 5, 000 ; 5, 000 | 

Refunds, awards, and indemnities- .|___. iS | 


WOE Sec tLe kta cuc 225.0 | 1,171,900 | 230.0 | 1,213, 400 | 


| 
JUSTIFICATION OF INCREASES BY OBJECTIVE CLASS 
Personal services 
The increase of $41,500 requested for 1952 is required for payment of the 
following? 
Regular pay in excess of 52-week base__- $4, 100 
Net cost of within-grade (including longevity) salary advancements_- 12, 925 
) additional positions - - - 24, 475 
Total personal services increase_.--- ‘Sh aia PF 41, 500 
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AMOUNT REQUESTED 


Mr. Srruspincer. The first point I would like to bring out is the 
fact that the Bureau requested $38,300,000 for the fiscal year 1952 as 
contrasted with the amount of $36,825,000 appropriated by Congress 
for the fiscal year 1951. There is an apparent availability of funds 
for the fiscal year 1952 of $1,475,000 more than was available in 195}, 
However, $493,840 represents an increase in base to cur 1951 appro- 
priation so that only $981,160 represents additional funds available 
over and above our 1951 funds. 


PROPOSED EXPENDITURE 


All of the amount of $981,160 will be used for personal service obli- 
gations. But not all of this $981,160 can be used for new personnel. 
First, we must expend $499,465 to meet Mead-Ramspeck and other 
periodic promotions required by law for personnel that are now on the 
payrolls and who will continue on the payroll during 1952. Second, 
the fiscal year 1952 has one more working day than 1951. All employ- 
ees under the law are thus entitled to one additional day’s pay in 1952 
This will cost $132,768. There thus remains out of the $981,160 only 
$348,927 which can be used for new personnel; this will, it is believed, 
permit us to employ about 109 additional employees. 

Now if we consider the effect of any reductions to this amount there 
are several alternatives. If our estimate of $38,300,000 is approved, 
we will be able to increase our force by about 109 over the number 
now authorized. 

If our estimate of $38,300,000 is reduced by the cost of the new 
positions requested it will mean that our employ ment for the fiscal 
year 1952 must remain practically the same as is now authorized under 
the existing appropriated funds. 

If it is further reduced by the cost of the extra working day in 1952 
by $132,768, we will have to decrease personnel by about 43 employees. 

If it is further reduced by $499,465, the cost of our periodic promo- 
tions, personnel must be dec sreased 162 more. 


PERSONNEL REDUCTION UNDER HOUSE CUT 


If the House allowance in H. R. 3282 is sustained, whieh provides 
for a reduction of $1,475,000 below our estimate, we will be forced to 
reduce personnel 319 below our present authorized strength, which 
we respectfully maintain is insufficient to properly carry out our 
functions. 

TOTAL PERSONNEL 


Senator Kitcorr. How much personnel do you have now? 

Mr. Srrusincer. In total? 

Senator Kinegore. Yes. 

Mr. Srrusincer. On March 31 we had 7,938 employees on the 
payroll. 

Senator Kincorre. What were the authorized appropriations for the 
current budget? 

Mr. Srrusincer. Eight thousand one hundred and ten. 

Senator Kitcore. Where are you now? 
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Mr. StRuBINGER. We are now about 172 under the authorized 
personnel which is covered by the regular 1951 estimate and the sup- 
plemental. What has happened there is this, that in our supple- 
mental we receive funds to add 202 additional positions for a period 
of 4 months, which would have meant that the employment would 
have started March 1 and run on through to June 30. In the process 
of recruitment there has been a lag in picking up these positions. We 
expect, however, that all of these 202 positions will be on the payroll 
by the end of this month. 


PERSONNEL TABLES 


Senator Kitcore. In other words, that at the end of this month 
you will be up to the amount authorized by the supplemental? 
’ Mr. Srrupincer. Yes, sir. Actual and estimated employment 
and workload are as shown in the tables. 

Senator Kincorr. Without objection, the referred-to tables will be 
inserted in the record at this point. 


Actual and estimated employment, departmental and field, financed from salaries 
and expenses, Bureau of Customs 


Grand total 

‘all-time ~art-time | Tot: i ; ie oa 
Full time E art-time Pot al non- | Reimburs- | ™ imburs 
perma- and tem- | reimburs- ahie able and 
nent ! porary ? able 7 nonreim- 
bursable 


(5) 


Fiseal year 1950 actual employment 
June 30, 1949 i 7, 703 101 
Dec, 31, 1949 7, 728 130 | 
Fiscal year 1951: 
June 30, 1950 
July 31, 1950 
Aug. 31, 1930 
Sept. 30, 1950 
Oct. 31, 1950. 
Nov. 30, 1950 
Dee. 31, 1950 
Jan. 31, 1951 
Feb. 28, 1951 
Mar. 31, 1951 
Fiscal year 1951, estimated employment: | 
Apr. 30, 1951 + 8,110 &S 
May 31, 1951 ; 38,110 102 
June 30, 1951 38,110 139 
Fiscal year 1952, estimated employment: 
Sept. 30, 1951__-- waghcaily ‘ £8,219 | 140 8, 359 2: 8, 589 
Dec. 31, 1951 ‘ 48,219 165 | 8, 384 23 , 614 
R 
& 


, 804 , 001 
, 858 8, 062 


~Isa 


937 136 
934 152 
922 152 
S96 141 
879 117 
870 112 | 
853 165 | 
850 101 
860 92 
938 88 


073 
O86 
, 074 
037 
996 
982 
O18 
951 
952 


026 


282 
300 
288 
260 
218 
204 
241 
176 
179 
254 


QO MIMI JO MI NI 9 90 9 Oe 


G2 90 Oe OO Oe me 


NANANNNNAINAIS 


Ft 


198 ; 426 
212 22k , 441 
249 i , 479 


9 
F 


Mar. 31, 1952 ; 48,219 85 , 304 2: , 534 
June 30, 1952 2 ’ 48, 219 140 8, 359 23 &, 589 


Excludes permanent full-time reimbursable positions, but includes permanent full-time positions for 
which partial reimbursement is received (estimated at 140 full-time average positions). 
? Excludes day labor. Fluctuations reflect Christmas help and summer seasonal employment. 
Includes 202 positions authorized by the Second Supplemental Appropriation Act, 1951. 
‘Includes 109 additional positions requested in the President’s budget for 1952, 


81916—51———-14 
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Senator Kitgore. This reduction would be based, if the whole 
reduction of the House took place, on that total number authorized 
by the supplemental? 

Mr. StrRuBINGER. That is correct. 

Senator KirGore. How long does it take you to train a man? 


PROCEDURE IN FILLING VACANCIES 


Mr. Srrusineer. Well, what actually happens, and this is one of 
the reasons why we have not gotten up to our authorized strength as 
fast as we planned, a good many of the jobs for which we asked for 
additional funds were in the technical fields such as examiners, liqui- 
dators, examiners aides and technical clerical employees. We fill 
those positions by promotion. So in order to create the vacancy at 
the bottom of the ladder we first promoted the people and that some- 
what delayed the people who would come into the lower grades. 

Senator Kirgore. In other words, you train people by running 
them through the various grades? 

Mr. SrrusinGer. That is correct. Our work is highly specialized. 
For an examiner of merchandise, it takes experience of years to learn 
the work. So naturally when we have a position of that kind to fill 
we look at our entire field of men to fill the job. 


EFFECT OF HOUSE ACTION ON PERSONNEL TOTAL 


Senator Kiigore. It’s your contention that the cut in the House 
would cut back the personnel you had been previously authorized to 
recruit up? Is that correct? 

Mr. SrrusinGer. That is correct, sir. 

Senator KILGORE. Now, at that time, was there any special reason 
for just a temporary recruitment or was the supplemental based on 
permanent personnel? In other words, was a need for additional 
personnel shown at that time? 

Mr. SrrusinGer. On the contrary, when the House committee 
made its report it recognized that we needed additional personnel 
and in making its recommendation in 1952 it stated that it has allowed 
funds to finance this increased staff through 1952, but as a matter of 
actual mathematics it does not come out that way. It comes out 
that the House committee report which only reduced our appropria- 
tion $800,000 would have allowed only 63 of the 202 positions to be 
carried through 1952. 


UNOBLIGATED BALANCE FISCAL YEAR 1951 


Senator Kincore. Now is there any part of your current budget 
that will not be used? 

Mr. Strrusincer. We do not think so. We of course have to have 
a small balance because we cannot run up to the end of the year and 
spend every dollar. We feel that in all cases we should have a $100,- 
000 margin because of the number of field offices we operate. So 
there will probably be $100,000 that we will turn back to the Treasury, 

Senator Kitrcore. Will there be any more than that? 

Mr. Srrusinaer. | doubt it. 

Senator Kincore. Are there any questions? 
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HOUSE DEBATE ON REDUCTION 


Senator Haypren. I would like to ask some questions on the cut jn 
the House. I have the Congressional Record of March 21 and I have 
been reading the remarks of Mr. Gossett who offered the amendment 
to strike out $37,500,000 and insert $36,825,000. Mr. Gossett 
explained as follows: 

The amendment that I am offering here is one simply to hold the Bureau of 
Customs to the appropriation they got in t he last fiscal year, 1951. 

That statement is incorrect in that it does not take into consider- 
ation supplemental money that you were allowed in 1951? 

Mr. Srrusincer. | think that is correct, sir. Certainly it does 
not take into consideration all of the people that were allowed. 

Senator Haypren. That is perfectly clear from your testimony to 
me that what Mr. Gossett sought to do was to allow the amount of 
money appropriated in the regular annual appropriation bill for 1951, 
and he did not take into consideration the fact that Congress had 
provided a supplemental estimate which allowed you to employ these 
additional people. 

Now then in the next statement he goes on to say as follows: 

There happens to have been a committee of management councilors, thé 
MeKenzie Co., that made an investigation of this particular agency. Further- 
more, a committee of the Civil Service Committee of the House made an investi- 
gation of this particular agency, and both reports say that by an improvement 
in the procedures, this particular Bureau could save a tremendous amount of 
money. 


DISCUSSION ON MANAGEMENT SURVEY 


I would like to inquire first with regard to the McKinsey & Co. report. 
How do they come to make that report? 

Mr. Srrusincer. The Senate Committee on Appropriations in the 
spring of 1947 directed that $100,000 of our appropriation be set 
aside and that we employ a private management consultant firm to 
come in and look over our shop, make a management survey, and 
they did. 

Senator Haypen. That was done at the suggestion of the Senate 
Committee on Appropriations by earmarking $100,000 of your funds 
and McKinsey & Co. was employed. When did they submit their 
report? 

Mr. Srrusincer. On January 20, 1948. 

Senator Haypgen. Well, did you make any reforms in your organi- 
zation as a result of that report? 

Mr. STRUBINGER. Yes, sir, we did. 

Senator Haypen. Did it result in the reduction of personnel? 

Mr. SrruBinGer. Yes, sir, it did. Would you like to have some 
of the details on that, Senator? 

Senator Haypgen. Yes; I would. 

Mr. Srrupincer. May | ask Mr. Ziehl to supply those facts to you, 
please? 

Senator Haypren. You cannot tell from the remarks of the Con- 
gressman but what this was a very recent report. 

Senator Kitgore. Senator Hayden, I wonder, would it be advisable 
on this to get a representative of that company in here and get them 
to make a report to explain the basis of their conclusions? 
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Senator Haypen. Undoubtedly that is what they did. What was 
the form of their report? 

Mr. Srrupincer. They submitted a report and suggested a plan 
of implementation. In other words, they indicated how the report 
should be handled and what we should do to implement the recom- 
mendations in the report. 

Senator Haypen. What I want to know is, have those recommen- 
dations been put into effect? 

Mr. Srrusrncer. Practically all of them that we can put into 
effect. 

Senator Haypen. How long after the recommendations were made 
were these changes made? 

Mr. Srrupincer. They started almost immediately and are still 
going on. Some of them are far-reaching and some require legisla- 
tion. The present customs simplification bill, H. R. 1535, is a direet 
result of some of the recommendations made by McKinsey & Co. 

Senator HaypEeN. That is a bill pending before the House Ways and 
Means Committee? 

Mr. SrrusBinGcer. That is correct. 

Senator HaypEN. It has not been reported out? 

Mr. SrruspinGer. It has not been reported out. 

Senator HaypENn. It seems to me that it would be to the advantage 
of the committee, Mr. Chairman, if some kind of statement could be 
put in this record summarizing the recommendations made by 
McKinsey & Co. and then a summary of what has been done to carry 
out those recommendations and what remains undone and what 
requires legislation in order to put it into effect. 

Mr. SrruBiINGER. Well, we have with us I think all the details that 
would furnish you that as testimony. However, if you prefer to put 
it in the record we can do a little better job when the record gets to us. 
| might say that we think we have done a very good job. As an 
example, we have completely handled 78 percent of the reeommenda- 
; tions. In other words, they have been evaluated and either put into 
| effect, rejected, or submitted in legislative bills. 

; Senator Haypen. If that can be done, Mr. Chairman, I think it 
would be helpful. 

Senator Kingore. In that, they apparently evaluated personnel; 
did they not? 

Mr. Zrenu. Yes, sir. 


EVALUATION OF M’KINSEY RECOMMENDATIONS 


Senator Kiigore. In a table on page 71 of the House hearings 
; there are 36 legislative recommendations, of which 33 were evaluated 
; as accepted and 3 rejected. Do you remember anything about that 
table? 

Mr. Zieut. No; I do not. 

Senator Kitgore. The table also shows that, of the 141 adminis- 
| trative recommendations, 119 were accepted and 22 rejected. Of 
| the total 177 recommendations in the report, 25 or 14.1 percent were 
‘rejected and 152 or 85.9 percent were accepted. 

Senator HAYDEN. Just what do they mean by “‘rejected’’? 
Senator Kincore. I am trying to find out. 
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Mr. Zrexu. The table in the House hearings was our progress 
report on implementing this McKinsey report as of December 1, 1950. 
This is really a statistical presentation of the total number of recoi- 
mendations in the McKinsey Co. report. They submitted a report 
of nine volumes, and these recommendations were scattered throuch- 
out. There were 178, as a matter of fact, recommendations as we 
classified them. Of those 178, 142 were administrative and 36 would 
require legislation. 

Senator Kiregore. 141 administrative. Did they add another one 
to it? 

Mr. Zipnyi. You see, many of their recommendations were inexact: 
you had to decide what was a recommendation and how you would 
handle it. The current table that we have broken it down in shows a 
total of 178 broken to 36 and 142. Actually there has been no change 
in their report. It’s a matter of when you get through with one study 
you find that you have accomplished the same thing elsewhere. 

Senator Kitgore. Then the figures I quoted concerned certain sug- 
gestions totaling 142 and 36, or 178? 

Mr. Ziexu. That is correct. 

Senator Kitrcore. Thirty-six of those were legislative, and 142 were 
administrative; some of which you adopted, and you have turned the 
rest of them down? 

Mr. Ziznnu. May I explain by supplying the Chair with some cor- 
rected figures up to date here? 

Senator Ki,core. Suppose you just read them into the record? 
They recommended on their basis that they would make the changes 
shown as recommendations which would bring it to the best efficiency 
that they could estimate it; is that right? 

Mr. Ziexu. Yes. 

Senator Kitcore. I am not saying that that is right, but is that a 
correct statement of it? 

Mr. Zienu. Well, many of their recommendations were of this 
type: ‘‘We believe that this particular area should be further studied 
by the Bureau of Customs and the Treasury Department,” or in some 
cases by outside agencies. They did not specifically indicate what 
the result should be, but they thought somebody should study it. 

Senator Kingore. You do not understand what I am driving at. 
They listed 178 things which should be done which would, in their 
opinion as business management experts, enable you to reach the 
highest peak of efficiency for the Bureau; is that right? 

Mr. Zienu. Yes; I believe that is a fair statement. 

Senator Kircore. Now, of those, after you studied them, you re- 
jected certain ones. They said you would be 100-percent. efficient 
according to their evaluation? 

Mr. Zieuu. That is correct. 

Senator Kitcore. All right, go ahead. 


ADOPTION OF RECOMMENDATIONS 


Mr. Zrent. We have broken these recommendations down into 
several categories here and, of the total recommendations, we have 
actually put ‘into effect 90 of them; 3 were put into effect by legislation 
which has already been enacted. In these three cases it was from 
another source than the McKinsey & Co. report; somebody else 
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had the same idea. There were 25 recommendations made by 
McKinsey & Co. which on study were rejected. We used task forces 
of especially selected men who knew the particular field much better 
than the outside consultants. Twenty-five of their [McKinsey’s] 
recommendations were found on detailed study to be either unfeasible 
or for some other reason could not be put into effect. 

Senator Kitcore. The summary which you have given us will be 
incorporated in the record at this point. 

(The information is as follows:) 


Summary status of recommendations through Mar. 31, 1951—Management- 
improvement program, Bureau of C ustoms 


r 
Adminis- 


Legislative trative | Total | Perce nt 


lotal recommendations : 36 | 142 | 178 | 


Evaluated: 
1. Evaluated, approved, and in effect ; : 87 | 90 | 
Evaluated and rejected : 22 25 
3. Evaluated, approved, authorization needed: 
Additional funds required 0 3 3 
Legislation before Congress 22 0 22 12 
Total, 1 through 3 38 ; 28 (112) (140) | (78. 
4. Evaluated, awaiting approval 2 | 3 | 1. 
5. Evaluated, erent and being effected 7 2B | 35 | 19.6 
Total, 1 through 5. . ore a ‘ | 36 (142) (178)} (100. 


EXAMPLES OF RECOMMENDATIONS CITED 


Senator Kricore. Could you give us for the record examples? 
Mr. Zen. Yes. I have one which for identification purposes is 


No. 2-6, ‘Limit exemption privilege to articles which accompany a 
returning eee This is a recommendation which admittedly 
would make Customs’ work much simpler. The recommendation, 
simplified, is that whenever any of us left the country, any citizen left 
the country, he would only be allowed to bring in under his $200 or 
$500 personal exemption, depending on how long he had been out of 
the country, those articles which he physically brought back with him. 
If, for example, he were in a store in Montreal while out of the country, 
and he had seen something that he wanted to purchase and said, 
“Please, this is very cumbersome and I do not have room to take it 
with me. Will you ship it?” This recommendation would have made 
that impossible. In other words, the only articles he could have had 
exempted would have been those he physically brought with him. 
That proposal was studied very carefully. The matter was originally 
considered by the then Under Sec retary Wiggins, as I recall, and as a 
policy matter it was decided that in this day, when we wanted to en- 
courage trade, when we wanted to encourage the dollars spent abroad 
and so forth, that such a recommendation was not particularly 
feasible. That is an example of one of the rejections. 

Senator Kitcore. In other words, it would tend to encourage our 
tourists going to Canada to take a truck along? 

Mr. Zien. Here is another example. The previous recommenda- 
tion was an example of one requiring legislation which was rejected. 
Here is an example of one that could have been done administratively 
if it were feasible. The recommendation was ‘‘Spot-check passenger 
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9? 


baggage.” The recommendation as envisioned by McKinsey & Co. 
was that—say 10 people were coming into the United States— instead 
of examining the baggage of each of the 10 people to see whether they 
had acquired any articles and what kind, whether they were smuggling 
goods in, or whether they had declared all of the articles that they had 
acquired, what you would do is only inspect, for example, one of the 10 
and on the one that you examined you would go through his person and 
his baggage, everything, 100 percent, and that you would not go into 
the effects and baggage of the other nine. 

Senator Kincore. Somewhat on the lines of the Costello system 
with the other nine. 

Mr. Zient. It is a typical recommendation which required a great 
deal of study, and we, as a matter of fact, collected statistics on 
passengers coming in at the ports of New York, Miami Airport, and 
at various other places in the United States. We collected these 
statistics, not by not examining the baggage of the other 9, but by 
predetermining which of the 10 we would have examined if we had 
been on this system. ° Then we kept statistics on how many seizures 
we actually found, what they were, and how our seizures would have 
compared as between the spot-check system and our present system. 
We found surprisingly enough in these studies that were conducted 
that we did not even get one-tenth of the total under this system, as 
we would have expected. In addition to that, we found little savings 
in time and manpower to Customs by doing this, because you would 
have to at least take the baggage declaration from each man to see 
whether he himself said, ““Yes, I am bringing something with me,” 
and collect the money on that. We found that the actual savings in 
time was only about 8 percent. Therefore, for a saving in manpower 
of 8 percent of the people assigned to that work, we would have been 
not getting the contraband and other illegal items and not collecting 
the duty on about 90 percent of the mate rial coming into the country. 
We have a very detailed report on that. 


RELATION TO IMPORTATION OF NARCOTICS 


Senator Kiigore. Incidentally, would that not contribute quite 
materially to the importation of narcotics? 

Mr. Zreuu. We felt that it would contribute materially. We felt 
that there were many things wrong with it. Among others, the fact 
that psychologically, with 9 people that were not examined, and one 
who was examined, the one who was examined would feel that he was 
being discriminated against. Furthermore, inasmuch as there was 
no monetary saving, that was an additional reason. 

Senator Kingore. I am thinking of things of great monetary 
value. You load 10 men on a plane, for instance, each with some 
narcotics, and out of the 9 that got through you could afford to pay 
to have him take the sentence. 

Mr. Srruspincer. You have a 10-to-1 chance of getting by, which 
is a good risk. 

COMMENTS ON HOUSE DEBATE 
Senator Haypen. I did not want to pursue this as to the entire 


detail in the report, but the important thing to me is that it was made 
3 years ago; that the Bureau of Customs has had 3 years in which to 
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put it into effect, and I cannot quite see where it justifies Congressman 
Gossett in saying that a reduction should now be made in the amount 
of the appropriation. 

Senator Kincore. Well, may I say, Senator, that what we have 
been listening to tends to show that the Bureau has investigated, and 
on their rejections they were on solid ground. 

Senator Haypen. You cannot tell from the Congressman’s re- 
marks here but what McKinsey & Co. has made a report last week on 
which no action had-been taken by the Bureau of Customs, and that 
turns out not to be true. 

Now, then, the other item that he mentioned in connection with 
a study, he says: 

Furthermore, a committee of the Civil Service Committee of the House made 
an investigation of this particular agency, and both reports say that by an improve- 
ment in the procedures this particular Bureau could save a tremendous amount 
of money. 


INVESTIGATION BY HOUSE CIVIL SERVICE COMMITTEE 


When was the investigation made by the Civil Service Committee 
of the House? 

Mr. Zrenu. The investigation made by the Civil Service Com- 
mittee of the House took place during the past year. I do not recall 
the exact date. It was roughly a year ago, however. That investi- 
gation was not of the same type as Me Kinsey & Co.’s study. They 
visited the departmental headquarte rs of Customs; they spent some 
time with the Assistant Commissioner and myself, probably an hour 
and a half orso. They spent a total of about 2 days, I believe, around 
the Bureau, and they were particularly concerned with those tools of 
management which we had there, such as personnel records and 
accounting records and things of that type. In other words, they 
went into and were interested in those tools of management. As | 
recall their report, it did not specifically—I do not recall that it did 
specifically—criticize the Bureau of Customs. 

Senator HaypeNn. I would think it would be well, Mr. Chairman, 
if this report were examined and you gentlemen requested to look at 
it and see whether there was any specific recommendation made in 
it a year ago and what was done with those recommendations. Was 
ita written report? Was it submitted in writing to you? 

Mr. Zien. It was a written report; a House document, I believe, 
is the form that it came out in. In that form it was received by the 
Treasury Department. 

Senator SarronstaLL. Senator Hayden, why could they not write 
a letter to the chairman giving us an analysis of what they have done 
for the record? 

Senator Haypen. That is what I am getting at. 


REPORT OF HOUSE COMMITTEE 


Mr. Jounson. The report referred to is Mr. Williams’ from the 
Committee on Post Office and Civil Service, Report 2457, part 3, 
dated December 5, 1950, including the report of the survey made by 
investigators for that sube ommittee of the activities mentioned in 
the Treasury Department. The Department has prepared a full 
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and complete reply as to the accusations made in this report as they 
related to each of the bureaus, and a copy of our detailed reply js 
contained in the House hearings. 

Senator Kitcore. How about putting that letter into the hearing 
at this point? 

Mr. Jounson. We will be very glad, Mr. Chairman, to insert in 
the recurd a copy of the reply made to the committee concerning this 
report. 

Senator Kircore. That is a part of Mr. Williams’ report? 

Mr. Jounson. The reply is contained in Document 2457, part 6, 
containing a complete résumé of our reply to the report. It starts on 
page 167. 

Senator Kitcore. It is exhibit 7 in that report? 

Mr. Jounson. Yes, sir; that is correct. We will be very glad to 
insert that full reply in the record at this point if that meets with 
your approval. 

Senator Kiicore. It will be inserted. 

(The information is as follows:) 
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Exuisit 7 
THe DEPARTMENT OF THE TREASURY 


Tue SeEcRETARY OF THE TREASURY, 
Washington, December 11, 1950. 
Hon. Joan Bett WIi1aMs, 
Chairman, Subcommittee on Overstaffing, 
Commiitee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 


DeaR Mr. CuHarrMan: In your letter of December 5, 1950, accompanying the 
report on the Treasury Department, released that day, you inquired as to the 
action we have taken or propose to take to carry out the recommendations con- 
tained in the report, and asked that this information with any additional com- 
ments be submitted by December 15, 1950. 

I have several general comments on the report. They are: 

1. In my administration of the Treasury Department, I consistently have taken 
the position that results are the test of management. Approximately $60,000,000 
of identifiable savings have been achieved from the Department’s management 
improvement effort of the past 4 years, plus improvements in service and strength- 
ening of management controls that are extremely valuable but not readily measur- 
able in dollars. For the period from July 25, 1946, through October 31, 1949, 
these savings are illustrated and itemized on pages 35 to 58 of the Annual Report 
of the Secretary of the Treasury on the State of Finances, fiscal year ended June 
30, 1949. Additional material will be included in the annual report for the 
fiscal year ended June 30, 1950. 

2. Were I to single out the most important factor contributing to the results 
we have been able to achieve, it would be the utilization of all of the talent in 
the Department in our approach to the solution of our problems. We have 
striven, and with a growing degree of success, to enlist the aid of every employee 
in effecting the improvement of operation. We are convinced, and have proved, 
that tapping the practical know-how of realistic operating people produces a 
better and more lasting result. The Treasury job is too large and too complex 
to be approached with squads of so-called management experts forcing solutions 
upon practical, experienced operating executives. This is my firm conviction, 
and every consultant that I have brought in has agreed with it. 

3. I believe that the report is a reflection of the method used in its development. 
As you know, the data was gathered by three investigators working intermittently 
for a few months and without previous experience in many of our complicated 
operations. This type of sketchy study of the largest financial institution in 
the world will not, in my opinion, produce a program on which an action pattern 
can be based. Some of the Nation’s best industrial engineers have devoted 
tremendously more effort in arriving at recommendations on just one of our 
bureaus. 

4. In January of 1948 I received a report on the Bureau of Customs prepared 
by McKinsey & Co., nationally known private industrial engineers. he first 
sentence in their over-all appraisal of that Bureau was ‘‘Customs is as well operated 
as the average industrial company.’ Another nationally recognized firm, 
Ebasco Services, Inc., came to a similar conclusion with respect to the operations 
and management of the United States Coast Guard. I am satisfied that this 
applies equally to the over-all management of the Treasury Department. While 
I do not cite the above as standards of perfection, I believe that they represent a 
level of achievement which belies the implications of the recent report. 

The first two recommendations in the report touch on matters of particular 
concern to me. They refer to our departmental-mindedness and the amount of 
time devoted by our top officials on personal visits and surveys, the broadening 
and cementing of informal relationship, ete. Above many other things, I have 
emphasized these factors in managing the Treasury. I have devoted many days 
and hours to these particular areas and have insisted that my key men do the 
same. Most of Treasury’s operation is outside of Washington. During the fiscal 
year 1950 alone, 36 official representatives of my office, besides myself, made 150 
inspectional field trips in which we covered 238 visits to 24 cities embracing ap- 
proximately two-thirds of all Treasury field employment. One of several firm 
convictions resulting from this extensive contact is that Treasury morale is at 
an all-time high and that in no other organization of this size and complexity is 
there greater ‘‘family” consciousness and esprit de corps. Another conviction, 
based on these first-hand surveys, is that our field offices are ideally located from 
a strategic standpoint. 





218 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


As to the specific charges leveled against our bureaus, I would like to take the 
opportunity of briefly commenting, as an example, on the following: 

1. The report’s allegation of overgrading, overstaffing, and other inefficiency 
in the United States Coast Guard reveals a failure to consider all the facts. This 
appears to be typical of many of the findings throughout the document. Based 
on the most recent unclassified figures available, the proportion of Coast Guard 
officers to enlisted men is less than that of the Air Force, Army, or Navy. More- 
over, in addition to being a much smaller organization than any of the other armed 
services, the Coast Guard’s officer complement includes merchant-marine inspec- 
tion officers with no enlisted counterpart for such officers. In the fields of account- 
ing and supply, the Coast Guard is a pioneer leader in introduction of improved 
methods and is serving as a model for similar activities in other Government 
agencies. 

2. The report states that “our survey of the Department failed to reveal any 
evidence to substantiate the saving of ‘almost a million man-hours’.” Since | 
assumed office, the Treasury’s manage-improvement program has produced 
savings far in excess of the million man-hours quoted. For example, during the 
fiscal vear 1950, in the Bureau of Internal Revenue alone, 736,320 man-hours were 
saved in clerical personnel and diverted to front-line enforcement. (See detailed 
attachment.) 

3. The subcommittee recommends a reduction of 1,575 employees in the Fiscal 
Service without furnishing any reconcilable information as te-where the cut can be 
applied. What appear to be definite statements in the report simply have no 
basis in fact when assignments of responsibilities and functions are subjected to 
orderly analysis. For example, it is suggested that the Division of Disbursement 
be reduced by 821 employees. Although representatives of the subcommittee 
had no discussions with our officials on this subject, it appears that they based 
their recommendation on the fact that a number of certified vouchers for non- 
recurring obligations could be paid directly by the Federal Reserve banks. This, 
the report states, ‘would eliminate at least half the work of the disbursing 
officers.”” If this entire funetion were removed from the Division of Disbursement, 
only a fraction of these 821 employees could be released. It would mean the 
transfer of a function from one office to another with the establishment of another 
set of executive, supervisory, and service personnel, and other indirect expenses. 
The Federal Reserve banks would undoubtedly require reimbursement for this 
work. If the function were to be transferred to the various departments and 
agencies, the same situation would apply and it would be a reversion to a discarded 
arrangement which had proved too expensive. Nowhere, in all of the foregoing, 
ean I find evidence of a true saving to the Federal Government. Rather, it would 
be more costly. 

In the few days available since the release of the report, I have asked our bureaus 
to furnish me with such comments as are feasible regarding the specific issues 
raised in it. These comments are attached for your information. At the request 
of Congressman Gary, chairman of the Treasury-Post Office Subcommittee on 
Appropriations, I am also furnishing him a copy of the Department’s comments. 
I am also sending to you with this letter a complete copy of a report that we just 
prepared for the Senate Committee on Expenditures in the Executive Depart- 
ments. This report will furnish a comprehensive picture of the effective action 
the Treasury is taking in the field of management improvement. 

Contrary to the inferences in the report the departmental and bureau- 
management committees have full authority to act when action is in the true 
interest of the public and, equally important, these officials have the know-how 
to make the action effective. These committees will review the report of the 
subcommittee in the same manner as they review all other reports, and they will 
make full use of any recommendations that will improve the operations of the 
Department. 

Sincerely yours, 
Joun W. Snyper, 
Secretary of the Treasury. 


Part IlI—Pretiminary Report, DEPARTMENT OF THE TREASURY 
OFFICE OF PERSONNEL 


Reference is made to the section of the report containing recommendations (p. 


93) which states: 
“The departmental. Office of Personnel should— Q 
“(a) Maintain a more complete record of personnel data in order to accom- 


plish better supervision of the personnel program.” 
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The House Appropriations Committee in 1947 sharply criticized the Office of 
Personne! for the number of records maint ained and the manpower devoted to 
paner processing, and recommended that it should confine itself in the main to 
yolicy matters. 

Thereafter an intensive study was made of all of the records and reporta of the 
office. Reeords which duplicated those kept in the constituent bureaus were 
-liminated and the reports regularly required of the bureaus were reduced to those 
for which there was a continuing need. The bureaus maintain basic data from 
whieh additional reports can be readily supplied on a spot basis as needed. Fur- 
ther, members of the staff of this office are in frequent contact with bureau offices 
and thereby the need for written reports is reduced. This change in operating 
methods has resulted in a reduction of 46 positions in the Office of Personnel 
since January 1947, and has also reduced the workload on the bureaus. 

““(b) Devote more time to the over-all control of personnel costs and staffing 
standards in the headquarters and field offices of the constituent bureaus.” 

It is believed that further improvement in staffing ratios can be obtained in 
some areas and attention is being given to this matter. However due to the 
diverse character of the several bureaus, and such factors as seasonal employ- 
ment, number of skills required and geographical location, it is recognized that 
there will be a justifiable variation of ratios between them. For example, the 
Bureau of the Mint, which has six widely separated field establishments, cannot 
attain the same ratio as the Bureau of Engraving and Printing whose employees 
are all domiciled in two connected buildings. 

A considerable amount of staff time is being devoted to simplifying the record 
systems and to reducing the paper work involved in handling personnel matters. 
Substantial progress has been made in this area and when this project is completed 
a more consistent ratio between bureaus will result. 

“9. Bureaus maintaining field offices should delegate additional authority to 
them in order to expedite action and reduce workloads in the headquarters.”’ 

The announced policy of the Department is in accord with this reeommendation 
and delegation of authority and decentralization of operations to field offices is 
progressing as rapidly as circumstances will permit. 





OFFICE OF ADMINISTRATIVE SERVICES 


Reference is made to the committee’s comments on page 70 of the report 
concerning general services, which conclude with the following statement: ‘‘The 
Office of Administrative Services, within the Office of the Secretary, exercises 
virtually no control over the constituent organizations. They operate in a 
highly variable and dissimilar manner.” 

Other references to the contro! of general services, to the same effect, are found 
on pages 71 and 72. There appears to be evident, from these comments, a lack 
of information cr misunderstanding on the part of the committee about what the 
mission of the Office of Administrative Services is supposed to be. 

The Office of Administrative Services was not created to become a control 
point or central repository of all general services within the Department. It was 
established to combine supervision of ceftain service and administrative opera- 
tions already existing at the departmental level, only some of which have a 
department-wide significance. In the main, its operating functions have been 
confined to the service requirements of (1) the staff offices of the Secretary and 
the departmental headquarters, and (2) certain of the smaller bureaus which 
have made use of its physical facilities, such as its duplicating unit, rather than 
establishing their own facilities. Other Treasury activities are served by some 
of its facilities merely because of ‘building residence” (telephone switchboard, 
for example) and maintain self-contained service facilities for themselves in other 
ee 

The funetions and responsibilities of the various Treasury bureaus, compara- 
tively, are highly dissimilar. To best handle day-to-day operating problems, the 
Department has been organized on the basis of decentralized operating authority 
vested in the respective bureau chiefs, with policy control retained at the depart- 
ment level. This basis has contemplated the employment by the respective 
bureaus, of whatever self-contained operating services that contributed to the 
operating requirements of the bureau functions. The direct result is to provide 
the bureau head with working tools which are immediately available as needed. 
Likewise, the expense of such services is made a part of the appropriation of the 


a bureau, which is in accord with the principles of the performance-type 
udget, 
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The Office of Administrative Services is responsible for promulgation of Do- 

artment orders and administrative regulations, and for coordination, at the 
epee level, of matters pertaining to records administration, printing, 
and space occupied by Treasury offices. It participates in management programs 
of the Department related to its general functions. It has direct liaison respon. 
sibility between the Department and the several activities of the General Services 
Administration. However, with regard to control of general services in the 
bureaus, the Office of Administrative Services was never intended to become a 
control unit, and to place it in such a category would run counter to the policy 
of decentralized operating authority which has been a major element in the 
Department’s or,cnization pattern. 


Procurement 

On page 71, the report cites the handling of purchase orders and the varying 
cost of issuing purchase orders in various bureaus, as an example of what is termed 
“unsatisfactory common services.”’ It is believed that this example serves only 
to point out that the purchasing requirements of various bureaus, and the internal 
purchasing processes, are quite different. The Bureau of the Mint, the Bureau 
of Engraving and Printing, and the United States Coast Guard each have particu- 
lar commodity requirements not existing elsewhere. Some Bureaus have field 
offices; while others are entirely local to the District of Columbia. Some bureaus 
have a centralized procurement process; while others make use of a decentralized 
method in field offices. It may be well to point out, in regard to decentraliza- 
tion, that such procedure may work faster and reduce supervisory expense: 
yet a centralized operation may be able, through consolidation, to reduce the 
number of purchase orders. All of these factors have an effect on the cost of 
purchase operations. Accordingly, to say that the varying cost of purchase 
orders is indicative of disordered’ and costly procurement activities appears 
unwarranted. More particularly, it would seem to serve only as an indication 
of what the committee report earlier mentioned (p. 70), that the bureaus operate 
in a “highly variable and dissimilar manner.” 

Previous reference has been made to the dissimilarity of function existing 
between the respective bureaus. In several instances, this dissimilarity exists also 
between the respective components of a single bureau, where a combination of 
administrative, technical, and enforcement functions is found. The general 
services function is a relatively minor aspect of the total cost of bureau operations, 
and its mission is to serve as a working tool of that bureau. Whether the methods 
of performance of the general services function vary from bureau to bureau is 
unimportant. The chief consideration is whether the performance of the general 
services function within a bureau serves that bureau effectively and economically. 
The Treasury believes it does just that. 

Specific disagreement is expressed with the statement found on page 71, under 
item A, that the transfer of the Bureau of Federal Supply from the Treasury has 
left a void of leadership in the procurement field. The transfer of Federal Supply 
was accomplished by Public Law 152 (81st Cong., Ist sess.). The same enactment 
raised from $100 to $500 the general authority for Government agencies to purchase 
in the open market without advertising. With the exception of the raised dollar 
amount, Treasury bureaus have the same authority today as they had prior to 
enactment of such legislation, and the Federal Supply Service is performing 
substantially the same type of purchasing for the Department as it did prior to 
its transfer from Treasury. There has been no change whatsoever with regard to 
the Department’s position with respect to providing supply leadership, where 
needed, to its constituent bureaus. It has only been found necessary, since such 
transfer, to establish effective liaison with the General Services Administration for 
purposes of the Federal Supply Service; in other words, to establish the same type 
of liaison as already existed with other control agencies. 


General services 

On page 93 of the report, reference is made to a realinement of all procurement 
activities and establishment of a central control. What is actually intended is not 
clear, but the general implication seems to suggest establishment of a central 
procurement office. , 

A great part of the supply needs of Treasury bureaus is mct from recognized 
Government services, such as, for example, those sources controlled by the 
Federal Supply Service. The volume of dicect open-market transactions is 
relatively small, aside from the technical and specialized supply requirements of 
the Bureau of Engraving and Printing, and the Bureau of the Mint. To give 
one example, as in the case of technical and specialized supply items in the Bureau 
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of Engraving and Printing, the details of specifications preparation, procurement 
through the bid and award procedure, and materials inspection necessitate close 
association of the procurement unit and the operating units familiar with tech- 
nieal requirements, ‘To establish a central activity at the department level 
would merely create an additional layer of handling. In addition to the cate- 
gories just mentioned, the United States Coast Guard presents still another 
situation, since it is a military activity and its supply needs must be determined 
by military requirements. Accordingly, it is believed that control of the pro- 
curement activity should remain with the using bureau, as a working tool geared 
to the bureau’s Own program and organization. 


BUREAU OF INTERNAL REVENUE 


Part III of the preliminary report of the Subcommittee to Investigate Over- 
stafling in the Executive Departments and Agencies of the House Committee on 
Post Office and Civil Service, dated December 5, 1950, contains several references 
to the Bureau of Internal Revenue that reflect serious misunderstanding or mis- 
interpretation of actual conditions, We wish to indicate these references, and 
to submit comments thereon, 

1. The following is an excerpt from page 63 of the report: 

“The Department recently reported that ‘The management-improvement pro- 
gram was initially installed in the Bureau of Internal Revenue, the largest Bureau 
of the Department, where it has succeeded to such an extent that almost a million 
man-hours have been released for other duties since the establishment of the 
program. For the most part, these man-hours have been diverted to increased 
enforeement personnel and to cther direct front-line enforcement work.’ 

“Our survey of the Department failed to reveal any evidence to substantiate 
the saving of ‘almost a million man-hours.’ On the contrary, officials in the unit 
direetly concerned reported that the estimate was largely the result of one per- 
son’s imagination and that the statement was loosely cited up the administrative 
line until it had reached the top. The same official reported that he would be 
unable to validate even a fractional part, of the allegation.” 

As to.the validity of the estimated savings, it is pointed out that the quoted 
figure of a million man-hours is an exceedingly conservative estimate of the 
savings attributable to the management-improvement program of the Bureau. 
This may be seen by referring to the official record made during the latest fiscal 
year, 1950. The average number of man-years has been computed by adding 
the number of persons on the payroll at the end of each month and dividing by 
12 to obtain the average for the entire fiscal year. A comparison of 1950 with 
1949, in terms of a significant twofold classification of personnel, is shown in the 
following tabulation. 


Front-line 
Fiscal year enforcement All other Tota! 
personnel 


22, 76 29, 238 52, 024 
25. 104 28, S84 53. 988 


+2, 318 —3! +1, 964 





The figures in this tabulation are a matter of official record, and are available 
for audit by any duiy authorized committee of Congress or members of its investi- 
gative staff. The basic data were available to the Williams committee staff but 
were not inspected by them. 

The volume of work performed by the “all other’ personnel was no less in 
1950 than in 1949; if anything, it was larger in 1950. Therefore, the reduction 
of 354 in this personne! category is a direct and concrete resuit of the management- 
improvement program. There are 2,080 hours to the work-year. Multipiving 
the 2,080 by 354, it is seen thar the total number of man-hours saved and available 
for transfer to enforcement work agyregates 736,320 Thus, it is evident that 
the demonstrable savings for 1 year aione which were made available for enforce- 
ment work are not far from the cited savings figure of 1,000,000 man-hours 
Savings, 

_ Asa matter of fact, this 1950 figure falls far short of measuring the total savings 
that were actually realized during the year Some portion of the “all other” 
personnel shown above represents the clerical workers assigned to complement 
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the 2,318 additional front-line enforcement personnel. If there had been no addi. 
tional enforcement personnel in 1950, between 500 to 600 of the “all other” per- 
sonnel would not have been on the rolls. The basie correctness of this inference 
is unassailable, even though the precise number of persons cannot be determined 
from available records. ‘The aggregate savings in the Bureau during 1950 wero 
in the neighborhood of 2,000,000 man-hours. 

It is difficult to come to grips with the criticism implied in the reference to “one 
person’s imagination” in the paragraph quoted above. The complete lack of 
factual basis for the critical inference has been demonstrated in preceding para- 
graphs. 

2. A passage related to the above is found on page 72 of the report, as follows: 

“The principal agency-wide effort in recent months took the form of a very 
elaborate work simplification program. It extended throughout the departmental 
and field offices and was used supposedly as a device for self-analysis from which 
subsequent improvement might be launched. Instead, it has been allowed to 
drag on indefinitely, far beyond its optimum period of usefulness, until it has de- 
generated into a monthly report on which operating officials are obligated to report 
for the sake of reporting. Figure 2, Work Simplification Prozram, taken from the 
May (1950) issue of the Bureau of Internal Revenue Monthly Activity Report, 
graphically indicates the present state of its ineffectiveness.” 

Comment.—One quoted figure of “almost a million man-hours” is derived from 
monthly progress reports on the work simplification program, submitted by depart- 
mental and field offices of the Bureau for a period of approximately 3 vears, end- 
ing in June 1950. The exact figure, as derived from these reports, is 943,477 
man-hours. 

It is quite true, as indicated on page 72 of the subcommittee’s report, that dur- 
ing the early months of the fiscal year 1950 the results being obtained from this 
program began to decline. 

The decline in the effectiveness of this particular part of the Bureau’s over-all 
management improvement program was to be expeeted. Our experience in this 
respect parallels the experience of many other Government departments as well 
as private industry. That is a characteristic of this type of work simplification 
program. It was and is only a part of the Bureau’s management-improvement 
work. It is one systematic method by which supervisors at various work levels 
may participate in the agency-wide program within the limits of their own par- 
ticular supervisory sphere. Its raw material is not in endless supply, because it 
is made up only of the procedures with which the individual supervisor is con- 
cerned daily, and its energizing influence derives to a great extent from the en- 
thusiasm which this ‘supervisor can bring to bear on it. Accordingly, while in a 
broad sense work simplification should be and is a matter of continuing admin- 
istrative concern, for all practical purposes, its maintenance on any intensively 
sustained basis depends upon how fast this limited supply of raw material is 
consumed and how constant is the supervisor’s interest in seeing that it is proc- 
essed through the simplification mill. 

That the Bureau was aware of these characteristics of a work simplification 
program is indicated by the adjusting action taken in certain segments of the 
Bureau’s organization. As soon as a down trend began to manifest itself in a 
consistent and meaningful way, the Bureau took steps to cut down the program 
in those offices where it appeared that maximum results had been achieved 
Before any wholesale discontinuance of a program that has had such beneficial 
results occurs, the Bureau makes abundantly sure that 1t has wrung from it all 
improvements possible and that the program has actually run its useful course. 

It is an almost unbearably frustrating and morale-disrupting situation when a 
Bureau which not too many years ago was criticized for lack of full management 
consciousness—but which subsequently has been commended highly by the 
Budget Bureau and Members of the Congress and other objective investigators 
for the management advances it has made since that time—is now publicly casti- 
gated for having; exercised administrative caution before completely discontinu- 
ing a program that has contributed so importantly to such advances. 

3. The following paragraph also appears on page 63 of the report: 

“In the Accounts and Collections Unit, Bureau of Internal Revenue, one ad- 
ministrator reported that he had received verbal instructions to assign ‘confusing 
names’ to the various elements of his organization.” 

Comment.—Established organizational titles are so well known to taxpayers 
generally it has been the policy to continue existing descriptive titles unless and 
until they are clearly obsolete or misleading This is done in order to minimize 
the burden and confusion incident to revision of statutes, regulations, forms, and 














TREASURY AND POST OFFICE APPROPRIATIONS, 1952 223 


other official materials. Titles have been changed from time to time in the past 
when such action was clearly in the public interest ‘and will be changed in the 
future for the same reason. This policy conforms with the suggestion contained 
in the investigator’s report which reads as follows: ‘“There appears to be no valid 
reason why these changes cannot be made progressively as the opportunities 
arise.”’ 

_ As to the comment in respect to the assignment of ‘‘confusing names’’ to the 
various elements of an organization, it can be stated that such a practice is not 
the policy of the Bureau and no evidence of such a practice can be found. 

4. The excerpt that follows is found on page 77 of the report: 

“There is little or no control exercised in the central office over the number or 
location of these offices. In some units of the Internal Revenue Bureau, this 
determination is left to top personnel in the field.”’ 

Comment.—The implication of this paragraph—that the establishment and 
location of field offices are not subject to review or control by appropriate depart- 
mental officials of the Bureau of Internal Revenue—is incorrect. In the interest 
of taxpayer service and convenience, the policy of the Bureau is to decentral- 
ize its operations and administrative responsibilities to the fullest extent prac- 
ticable. 

Field officers in charge, who are intimately acquainted with local conditions 
and taxpayer needs, are encouraged to take the initiative in establishing or dis- 
continuing branch offices of primary field offices. The recommendations of such 
field officials are generally sound. It is to be emphasized, however, that every 
such action or recommendation by a field officer is subject to review, and either 
approval or disapproval, by the departmental official having direct administra- 
tive supervision over such field office, 

General comments.—The report does not charge the Bureau of Internal Revenue 
with overstaffing. In fact its comments, other than purely descriptive material, 
in respect to the internal revenue service are very limited. Moreover, it states 
that no survey has been made of the field operations where over 90 percent of all 
internal-revenue employees are located. For these reasons it is not believed that 
anything approaching an adequate analysis of the Bureau’s operations has been 
made. Without such an analysis a completely objective view by the investigators 
is not possible. 

A few passing comments in respect to matters of management indicate an 
interest in this phase of operations, but without a survey of the field operations 
where practically the total job is located it is manifestly not possible for the report 
to serve as any constructive critique of our management programs and their 
effectiveness. 

The Bureau’s record in respect to these matters is open for inspection. Much 
of the record is contained in the official hearings of the House Subcommittee on 
Appropriations relating to the fiscal years 1950 and 1951. 

In reply to the committee’s statement regarding the use of management com- 
mittees you are referred to page 151 of the 1951 appropriations hearing on in- 
ternal revenue. 

There follows a report on the management-improvement plan of the Bureau of 
Internal Revenue. 


REPORT ON OPBRATION OF MANAGEMENT IMPROVEMENT PLAN OF THE BUREAU OF 
INTERNAL REVENUE 


The several broad, general areas encompassed by the Bureau’s management 
improvement plan (as distinguished from specific projects) are as follows: 

(a) Development and implementation of new tax legislation: Attention 
to the drafting of new legislation and associated administrative procedures, 
in order to guard against unnecessary collection costs and administrative 
complexities, is highly important from the management standpoint. 

(b) Operating procedures. 

(c) Budgeting and accounting. 

(d) Program reporting and administrative information channels. 

(e) Organization, and allocation of functions and jurisdictions. 

(f) Housing and space utilization. 

(g) Miscellaneous staff services and functions. 

Accomplishments and further plans in respect to each of these 12 major program 
operating problems are as follows: 

1. Assignment of enforcement personnel.—Field work under the 1948 tax vear 
audit control program was completed early in the calendar year 1950. The 
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information obtained therefrom has been summarized and analyzed in a series 
of reports which have been distributed to the field officers charged with the 
responsibility for selecting returns for investigation and audit. A final report 
of generalized recommendations for returns selection, based on these analyses 
is being prepared and will be distributed by December 1950. Rae, 

Field work on the 1949 tax year audit-control program is now under way. As 
compared with the preceding year, this 1950 program has been reduced as to the 
size of the sample, but expanded to include corporation income and certain excise. 
tax returns. ‘Thus, it is calculated to test the feasibility of the ‘‘one shot’’ audit of 
tly sg of two or more classes of tax filed by a given taxpayer (also sce Problem 

vo. 3). 

2. Organization of enforcement personnel.—During the course of the vear, the 
scope of this problem was expanded and its content redefined to cover all questions 
of organization, including allocation of functions and jurisdictions. 

Acting pursuant to the authority vested in him by Reorganization Plan No. 26, 
the Secretary has conferred upon the Commissioner of Internal Revenue all the 
powers formerly exercised by the Secretary, the Under Secretary, or any Assistant 
Secretary of the Treasury with respect to the approval of compromise cases in 
which the amount involved is less than $500. Also, the Secretary authorized the 
Commissioner to confer such powers upon any officer or agent of the Bureau of 
Internal Revenue. 

On September 21, 1950, the Commissioner addressed a memorandum to the 
heads of all operating units and divisions of the Bureau, calling attention to the 
purpose and effect of Reorganization Plan No. 26, and inviting their reeommenda- 
tions with respect to any areas in which it would be possible and appropriate to 
delegate authority to a lower operating level. The responses of these operating 
heads are now being reviewed and coordinated. It is anticipated that additional 
orders for delegation of authority will be issued during the course of the year. 

An important functional revision was accomplished by the Commissioner's 
order of November 14, 1949, delegating authority to the two Assistant Commis- 
sioners. One Assistant Commissioner was authorized to exercise general super- 
intendence over the technical functions of the Bureau of Internal Revenue, and 
the other Assistant Commissioner was authorized to exercise general superin- 
tendence over all operating activities of the Bureau. 

In order to expedite the handling of tax-fraud cases, instructions have been 
issued to all 14 special agents in charge for the establishment of a conference 
and review section in each division headquarters. Previously this procedure was 
in effect only in several of the larger divisions. A careful review in this section 
of tax-fraud cases results in a more expeditious handling of the cases, as only the 
more flagrant cases in which there appears to be no doubt as to criminal intent 
are forwarded for prosecution. Others are referred for immediate settlement of 
the civil liability. This results in a more careful selection of cases for prosecution 
and eliminates delay in settlement of fraud cases in which prosecution is not 
instituted. 

Two other organizational changes effected during 1950 may be mentioned. The 
authority over compromise cases previously vested in the Office of the Special 
Deputy Commissioner was transferred to the technical staff. Second, the with- 
holding tax ruling work was transferred from the Income Tax Unit to the Employ- 
ment Tax Unit, thus placing all payroll tax ruling work under one Deputy 
Commissioner. 

3. Coordination of audit efforts—This problem is closely related to problem 
No. 1 and it has been found that the two can be handled most effectively if merged 
and considered as a single problem. As noted above, the practicability of the 
consolidated audit procedure is now being tested on a limited scale in connection 
with the field work under the 1950 audit-control program. 

4. Improved performance of nonenforcement functions.—As initially defined, 
this problem covered so many lines of inquiry that it could scarcely be treated 
effectively as just one problem. Therefore, it has been divided, and hereafter 
will be treated as two problems: (1) The mechanical-equipment problem and 
(2) the procedural improvements problem. Work is continued on a year-round 
basis to adapt and apply new, improved mechanical equipment to use in the 
performance of mass office operations Developments during the fiscal year 
1950 inciuded an additiona! punch card and tabulating equipment installation 
in the collector’s office at Philadelphia; exploratory work on the extension of 
tabulating procedures in certain accounting and record-keeping operations; 
installations of electronic computers in several collectors’ offices for computation 
and verification purposes; and experimental installations of a wide variety of 
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new types of nontabulating equipment, including electric typewriters with dual 
niatens and high-speed posting machines with direct subtraction and auxiliary 
e juipment. i 

Pians for 1951 call for three new installations of tabulating equipment; installa- 
tions on an office-wide basis of major types of nontabulating equipment in two 
additional collectors’ offices; and two additional installations of electronic com- 
puters. The 1952 estimates provide for installations of tabulating equipment in 
five additional collectors’ offices, and the equipment of five other collectors’ offices 
with full complements of nontabulating equipment. 

Both Public Law No. 261 and Public Law No. 448 authorize the Commissioner 
to use tax-stamp machines or other devices in lieu of stamps. Pursuant to this 
authorization, active steps have been taken to develop a machine which would be 
satisfactory for use in lieu of stamps for alcohol-tax purposes. Such a machine is 
nearly readv for submission to the Bureau of Standards and, if acceptable, speci- 
fications will be drawn and furnished manufacturers as the basis for bids to be 
submitted by them. Considerable work has already been done toward the draft- 
ing of rerulations for the use of tax-stamp machines for paying the tax on 
fermented malt liquors, rectified spirits, and distilled spirits. 

The efforts to develop more effective and economic procedures proved highly 
fruitful during 1950. The more important new procedural provisions may be 
identified as follows (the numbers shown refer to specific items of Commissioner’s 
mimeographed instructions) : 

Nos. 6411, 6412, 6413, and 6431 provide uniform assessments lists procedure and 
authorize the discontinuance of the preparation and submission to the Bureau in 
Washington of duplicate assessment lists for all classes of internal-revenue taxes. 

No. 6453 extends the authority from $1,000 to $10,000 to collectors to abate, 
credit, and refund all internal revenue taxes in accordance with Public Law 271, 
subject to subsequent instructions. 

No. 6454 provides instructions for collectors to determine, assert, and abate for 
reasonable cause delinquency penalties in amounts not exceeding $10,000 in all 
internal-revenue taxes. 

No. 6455 provides instructions for collectors to schedule and allow abatements, 
credits and refunds resuiting from the audit of agents’ cases involving individual, 
fiduciary, estate and gift tax returns in amounts not exceeding $10,000. (Fre- 
viously, collectors were restricted to overassessments of $1,000 or less involving 
individual income tax returns only.) By amendment No. 1, collector’s juris- 
diction was extended to corporation tax returns involving overassessments not 
in excess of $10,000. 

No. 6469 contains instructions that partnership returns should no longer be 
forwarded to the Bureau for the purposes of obtaining statistics and selecting 
returns for investigation. Agents now classify and select such returns in the 
collectors’ offices. 

No. 6517 provided for the computation of interest by collectors on overassess- 
ments scheduled by the Bureau and the allowance of such interest as a credit 
against any tax due from the taxpayer. Under prior procedure the collector 
applied only the overassessment of tax against outstanding tax and billed the 
taxpayer for any balance due. The interest on the overpayment of tax was 
later refunded to the taxpayer. 

Pursuant to Public Law No. 261, the regulations governing the procedures 
relating to fermented malt liquors were revised. The main purpose of the revision 
in law and regulations was to change the point at which the tax on bottled or 
canned beer would be collected. The effect of this change is that claims for the 
refund of tax paid on unsalable beer at the brewer’s bottling house and covering 
beer lost in bottling have been eliminated. 

Pursuant to Public Law No. 448, Eighty-first Congress, regulations covering 
procedures relating to distilled spirits were rewritten. The new regulations 
provide that spirits removed from internal revenue bonded warehouses may be 
gaged in bulk gaging tanks. This should, in time, eliminate approximately 75 
percent of all individual gaging. The law also eliminated the statutory schedule 
of loss allowances and will, therefore, have the effect of eliminating many remis- 
sion claims which have heretofore been filed under the previous requirements. 
In providing for pipeline transfers of distilled spirits as well as for tank car and 
tank truck removals, the methods of handling spirits have been greatly modernized 
and will be of great benefit to both the industry and the Government. 

An example of another type of procedural simplification is the revision of the 
basic regulations covering the alcohol-tax field. Formerly these regulations were 
contained in 30 volumes, and it was a serious problem to keep them current for 
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ready reference. After much study, it was concluded that the most economical 
and satisfactory solution was to arrange with a private publishing company to 
print these regulations in loose-leaf form and maintain them on a current basis. 
This arrangement was made, and 2 loose-leaf volumes have now replaced the 30 
volumes and a multitude of Treasury decisions with much saving of time of 
Bureau oTicers and greater convenience to both officers and taxpayers. 

Other important procedural changes for which orders and instructions are now 
in the process of preparation include the following: 

Decentralization of authority to collectors to process and schedule for 
allowance the bulk of all miscellaneous tax abatements, credits, and refunds 

More streamlined and expeditious procedures for processing offers in com- 
promise and obtaining final action on such offers. 

The selection for investigation of fiduciary and corporation tax returns by 
revenue agents in field offices without references of these returns to Washing- 
ton and their return to the field, and also a more uniform procedure for 
selecting and investigating these types of returns 

A uniform system of acknowledging correspondence with taxpayers and 
their representatives, with a view to improvement in taxpayer relations. 

The introduction of four 30- and 90-day notices to advise taxpayers of the 
resuits of audits, in lieu of 31 form letters now in use; 3 closing-agreement 
forms to replace 8 now in use; and uniform instructions to taxpayers relative 
to their appellate rights and protest procedures. 

5. Inadequate housing—During 1950 several housing “sore spots’ of long 
st.nding were eliminated in the field by securing integrated and reasonably 
adequate quarters. A series of modern floor plans were prepared for use in the 
design of future public buildings. Close liaison is maintained with the Public 
Buildings Service in order to obtain all possible benefits from periodic adjustments 
in the housing of Government offices throughout the country. Forward planning 
work on the housing problem is being done in full cooperation with ‘Treasury 
housing officers and the Public Buildings Service. 

This project has been redefined to include the broad aspects of the space- 
utilization problem. In Washington a space survey has been completed, and a 
test rearrangement is now underway in one division with a view to determining 
the most economical use of space. A report on space inventory and its utilization 
was made by each field office and submitted to the Bureau during June 1950. 
These reports have been summarized and are now being analyzed with a view to 
determining the best methods and patterns of space utilization that can be de- 
vised. When completed, appropriate instructions will be prepared for trans- 
mission to field offices, 

6. Training of enforcement personnel.—Work-simplification “appreciation lec- 
tures’’ are now being given, both in Washington and in the field, as a part of the 
regular course of instruction for new revenue agents. Also, plans are in the 
developmental stage for expanding the instructions in regard to taxpayer relations 
in the training of all new enforcement personnel. 

Mention may also be made of another type of training activity. At irregular 
intervals, but frequently, the Bureau is visited by officials and students of tax- 
ation from foreign countries who wish to learn as much as possible about our 
methods of tax administration. It is important that all cooperation and aid be 
extended to such visitors, but it makes heavy demands on the time of Bureau 
officials to do so. In order to-reduce this burden somewhat, and also to facilitate 
the process of imparting information to visitors, an exhibit room has been estab- 
lished and equipped in the Internal Revenue Building. Modern techniques of 
visual presentation have been utilized to develop the story of the Bureau’s opera- 
tions with maximum clarity, forcefulness, and accuracy. This room is also 
proving helpful in the process of indoctrinating new employees. ; 

7. Destruction of obsolete documents.—The problem of planning the destruction 
of obsolete returns and records has proven to be larger and more time consuming 
than had been anticipated. The inventorying of all departmental and field 
records is nearing completion; the information thus obtained will be the basis for 
formulating a complete program for the orderly and continuing disposal of 
obsolete items. During 1950 some 68,000,000 individual income, fiduciary and 

artnership returns were destroyed, thereby bringing to a current basis the 
s}ureau’s program of destroying all returns of these types after a 6-year retention 
period. Likewise, inactive and semiactive records are being moved in increasing 
volume from office space to less expensive storage or warehouse type of space. 
The stepped-up microfilming program is progressing smoothly. uring 1950 
approximately 167,000,000 index cards and Forms SS-la and W-1 were micro- 
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filmed. Filing cabinets with an estimated value of $335,000, and floor space 
with an annual rental value in excess of $67,000, have been released in conse- 
quence. The microfilming program is being pushed ahead at an even greater 
rate during 1951. 

8. Decentralization of routine functions.—The major objectives of this program 

have now been attained in large part. Pursuant to schedules now in effect, the 
process of shifting work from Washington to field offices will continue during 
1952. The necessary staff planning work should be completed during 1951, 
10wever. 
Pursuant to the policy of delegating authority to field personnel, the alcohol- 
tax regulations were revised so that district supervisors are now authorized to 
take final action on the qualification of industrial alcohol plants, industrial 
alcohol bonded warehouses, industrial alcohol denaturing plants, registered dis- 
tilleries, fruit distilleries, internal revenue bonded warehouses, tax-paid bottling 
houses, and rectifying plants. They are also authorized to approve alternating 
operations of industrial alcohol plants, fruit distilleries, and registered distilleries. 
The procedure for alternating proprietorships of such establishments has been 
simplified with the elimination of Forms 124, 125, 26, 1431, 27% and 27-A and 
the substitution of a simplified Form 1696. 

Again. the audit review of a large number of alcohol tax reports previously 
submitted to the Washington office has been eliminated. Submission of some 
reports to the Deputy Commissioner’s office has been discontinued, and in other 
cases such reports were simplified. In the future, reviews of district supervisors’ 
reports will only be made as an incident to the examination of supervisors’ offices 
by field examiners. 

Other examples of decentralization orders issued during 1950 have appeared 
above under the heading of problem No. 4. 

9. Budgetary record controls —The content of this problem has been extended 
to include improvements in the Bureau’s accounting records and procedures. In 
line with this expanded scope, and at the request of the Commissioner, a compre- 
hensive survey was made of the Bureau’s budgetary and accounting processes by 
a representative of the Treasury Department’s budget officer and a representative 
of the Bureau of Accounts. Their report and recommendations were submitted 
on January 25, 1950 A number of their secondary suggestions have now been 
put in effect. Their primary recommendation was for a far-reaching revision of 
the Bureau’s organization of budgetary and accounting work and related proced- 
ures; plans for implementing this proposal are now well advanced and should be in 
effect by the end of this calendar year. 

By the Commissioner’s order of November 14, 1949, for delegation of authority, 
responsibility for coordinating the estimates of fiscal needs was vested in the 
Assistant Commissioner in Charge of Operations and the management staff. 
Accordingly, the 1952 estimates of each operating unit were analyzed with the 
heads of these units by the Assistant Commissioner and management staff mem- 
bers, together with the Bureau’s budget officers. 

The list of five activities appearing in the 1951 budget estimates has been 
revised and expanded to the eight-activity classification appearing herein. This 
revised activity classification is facilitating greatly the task of analyzing and 
evaluating the needs of the Bureau. 

As a pilot operation, an office has been set up in Boston to handle disbursement 
accounting functions on a centralized basis for the local internal revenue offices 
in that city. If this proves successful, similar centralized fiscal offices will be set 
up in other appropriate cities. 

Every Bureau employce has been assigned to the proper budget activity, and 
this assignment of personnel by activities is carried as a regular part of the payroll 
accounting records. This complete integration of personnel costs with activity 
records is an important forward step not only for budgetary purposes but also as 
a source Of valuable information for administrative management purposes. 

Substantial progress has been made toward placing the reporting of incurred 
obligations on an acerual basis. Further, every obligation item reported is now 
being assigned directly to the proper activity category. 

10. Review of the Revenue Code The concept of this problem has been enlarged 
to inelude the development and implementation of new tax legislation. Effective 
work in these areas is highly important for over-all management purposes. If 
appropriate attention is given to administrative considerations when new tax 
legislation is in the drafting stage, the revenue collection is made more certain, 
and unnecessary or excessive costs of administration can be averted. Also, if 
regulations, return forms, and taxpayer instructions are drafted as simply and 
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clearly as possible, important gains result by way of higher voluntary compliance, 
better taxpayer relations, and reduced administrative costs. 

During the past year, representatives of the Bureau participated actively in the 
development of Public Laws 814 and 734. Similar participation is now being 
had in the development of prospective excess-profits-tax legislation. 

Review of the Revenue Code to develop recommendations for improvements in 
administrative matters is a continuing activity. Lists of recommended changes 
in the administrative provisions of the code are prepared and submitted periodi- 
cally for consideration in the Treasury. Appropriate follow-up steps are taken 
after Treasury review and approval. 

One recent development is significant. Six field offices have been designated 
as focal points for channeling information to Washington in respect to desirable 
legislative changes. Specifically, one reviewer in each of six internal revenue 
agents’ divisions has been given responsibility for the selection of cases which 
demonstrate the need for statutory modifications. These six men will meet 
quarterly in Washington with Treasury officials and members of the Commis- 
sioner’s management staff responsible for the development. of tax lezislation, 
The over-all objective is to reduce the obsolescence in the taxing statutes in rela- 
tion to the actual current situation. This represents the first svstematic attempt 
to focus the knowledge and talents of field officers on the problem of keeping the 
taxing statutes current. 

11. Development of procedure under Public Law 271.—With but one exception, 
all necessary steps for implementing the administrative provisions of Public Law 
271 had been taken by the close of fiscal year 1950. This exception relates to the 
provisions of section 7 in respect to the collection of excise taxes. No action 
is currently under way in this area, pending clarification of the over-all aspects 
of the excise-tax situation. Therefore, and since only a minor part of the original 
problem is involved, this project is reported as completed in 1950. 

12. Exploration of cooperative Federal-State audit possibilities —Arrangements 
were made for active cooperation during 1950 between Bureau and State enforce- 
ment officers with two States, Wisconsin and North Carolina. In both States, 
the area of cooperation is the investigation of income-tax returns. The operation 
and results of these initial attempts will be studied in order to identify possible 
improvements in the pattern and.methods of Bureau-State cooperative enforce- 
ment. It is planned to extend these cooperative efforts to additional States as 
rapidly as may be determined to be feasible in the light of local circumstances. 


UNITED STATES COAST GUARD 


Reference: Pages 75-76 of committee report. 

Following is the situation with respect to the inference that the ratio between 
officer and enlisted personnel in the Coast Guard does not compare favorably 
with similar ratios for other military services: 

As of December 6, 1950, the on board military personnel strength of the Coast 
Guard included 2,121 commissioned officers, 838 chief warrant and warrant officers, 
and 22.478 enlisted men. The ratio of commissioned officers, therefore, is 1 to 
10.6 in lieu of the 1 to 9.6 claimed in the report and 1 to 25.6 in lieu of 1 to 24 for 
warrant officers. 

The number of commissioned officers given above includes those engaged in 
merchant marine functions. As these officers have no enlisted counterpart the 
percentage of officers to enlisted personnel is of necessity higher than that prev- 
alent in the Coast Guard before the war. Even including the merchant marine 
inspection officers the ratio of the number of commissioned officers in the Coast 
Guard to the number of enlisted personnel compares very favorably with the 
situation in the other services as is shown below: 


Air Foree (October 31, 1950)! 1 commissioned officer per 7.03 enlisted men. 
Navy (June 30, 1950).! 1 commissioned officer per 8.09 enlisted men. 
Army (October 31, 1950),! 1 commissioned officer per 9.67 enlisted men. 
Coast Guard (December 6, 1950), 1 commissioned officer per 10.60 enlisted men. 
The Coast Guard does have a higher proportion of warrant officers to en- 
listed men than do the other services but this situation is necessary due to the 
many small scattered command units in the service. 
The Coast Guard has carried out a general career plan for the rotation of officers 
which provides officers the opportunity to obtain broad field experience before 
assuming administrative responsibilities at headquarters. The lack of a fixed 





1 Latest dates on which unclassified information is available. 
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policy on the rotation of officer personnel is not only acknowledged but is believed 
to be a definite asset in the efficient administration of the service. It is not be- 
lieved that an inflexible rotation policy is the rule in any other well-run Govern- 
ment agency or business enterprise. 

The allegation of overgrading and overstaffing of military personnel at head- 
quarters is not concurred in, It is believed that a full and careful analysis would 
show that the responsibilities and actual workload required for the administration 
of the far-flung and diversified activities of the Coast Guard would indicate 
headquarters offices are generally undergraded and understaffed rather than the 
reverse. 

Table 9 of the report is used to show comparative costs between military and 
civilian personnel in order to support a contention of “* * * @ measure of the 
extravagance which prevails in obscure places.” 

The spread between the military and the civilian salaries shown in table 9 is by 
no means unreasonable as the work performed by individuals within the two groups 
is not similarin any way. Military personnel in the Coast Guard, as in the other 
military services, are generally employed in an executive or supervisory capacity. 
Civilians on the other hand comprise the bulk of the stenographice, clerical, and 
semiprofessional foree working under supervision of the military. 

Reference: Page 70. 

Insufficient credit is given in the repo:t to the prozressive steps taken by the 
Coast Guard to establish, develop, and make practical use of a modern cost 
accounting system. ‘Chis system is for use not only in the Coast Guard and 
{reasury Department but also as a guide in the establishment of cost accounting 
:ystems in all Government agencies as required by the Budget and Accounting 
*rocedures Act of 1950. This program is making rapid progress although a few 
of the phases are still in the testing and development stage. Progress has not, 
however, been limited to the strictly technical side of the program. The Com- 
mandant has taken strong steps to indoctrinate all personnel in the service in the 
practical aspects of the use of the cost accounting system to improve the economy 
and efficiency of the public services required of the Coast Guard. 

The statement in the report that “one group suggests that a property inventory 
upon which accounting control can be based be taken immediately; the other fac- 
tion claims that a physical inventory will not be immediately necessary” is not 
understood. The position of both supply and accounting personnel is that the 
taking of immediate inventory would be ideal but that it was not necessary to 
wait until complete physical inventory had been established to begin accounting 
for receipts and issues from stores. A complete property inventory upon which 
accounting control can be based has been in progress for some time; in the mean- 
time, it was mutually agreed by accounting and supply that the accounting system 
would provide for the recording of receipts and issues of stores at the date that the 
districts were converted to the new accounting system, and that when the inven- 
tory was finally determined an adjustment would be made to the balance sheet 
account maintained for inventory which would establish complete accountability 
at that date. 

Reference: Page 74. 

Development of a modern type of supply system has been in progress con- 
currently with the development of the accounting program. The working rela- 
tionship between the two programs is considered to be not only well defined but 
has operated on a basis that provides the necessary coordination between these 
two functions. The agreement existing is that the Supply Division will be re- 
sponsible for the development and operation of systems and procedures relating to 
the maintenance of stock record cards for each item of stock and dollar control 
of these cards by class of commodity. The Accounting Division would be respon- 
sible for the development and operation, as a part of the total accounting system, 
of a single control account for inventory at each designated location and the 
distribution of issues from inventory to the cost accounts receiving the benefit 
of such issues, In order to coordinate these two operations and thereby provide 
for reconciliation of the control accounts maintained by the Supply Division with 
the single control account maintained by the Accounting Division, a system has 
been in operation of reporting to the accounting office all receipts and issues of 
stock by the supply activity. The system has been found to adequately provide 
for the necessary coordination between these two functions. 

In discussing the use of private management firms to make special studies the 
report notes that there has been a time lag between the receipt of the report of a 
survey and the implementation of recommendations therein. In regard to the 
survey by Ebasco Services, Inc., the Coast Guard found that many of its recom- 
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the specific details could be develo and final implementation realized. Many 
involved not only the practices of the Coast Guard but extended to other agencies 
or required congressional action with respect to appropriations or enabling legisla. 
tion. The report also states that the value of the recommendations made by 
private management firms was impaired or entirely lost because of an elaborate 
system of processing. In this regard, attention is called to the fact that within 
2 years after the Ebasco study had been completed, the status of the 193 
recommendations made was as follows: 


mendations were very general and ped and extensive supplemental survey before 
e 


Accepted and completed....-..............---.. bith endentad<duehaan= 56 
Dit Ropesee MILSr CAISTUD CCU oo esis s as Fxce wake Od sarbnies tle malimenee 25 
Accepted and instituted but requiring continued effort...........-..--. 48 
bai wreeets of imaplomontee: ci oo eG iccn sini les onde cep ded duc ces 46 

Implementation contingent upon enabling legislation or appropriation 
ONCGIR sn So. a a es i alee isd. bec Vig ieee 10 
Enpielgtion penis sé i os cda tus Ai ceca yi See eee 1 
Under study, requiring lengthy investigation............-....--.--.---- 7 
PE iiiccnsacan Gubdheksalcaope donee cnetee science. 193 


Reference: Page 75. 

The statement cited in the report regarding the disposition of Jersey City 
Supply Depot fails to quote the entire reeommendation made by Ebasco Services, 
Ine., and thus gives the impression that immediate action should have been teken 
to dispose of this property. The Ebasco recommendation states that “these 
properties should be sold after the district supply depots have been improved, 
consolidated, or expanded, as the logistical situations dictate.” 

The Commandant of the Coast Guard and the Secretary of the Treasury 
considered that the recommendations concerning the establishment of district 
supply depots and the elimination of the present supply depot at Jersey City, 
N. J., could not be properly evaluated until a detailed study of sources, distribution 
factors, and requirements was made for the many diverse groups of items used 
by the Coast Guard as related to the geographical location of Coast Guard units. 
As the result of these and other recommendations regarding the supply problems 
of the service a supply specialist (Capt. J. H. Skillman, USN, retired) was obtained 
in March 1949 to act in a capacity similar to the accounting specialist recommend- 
ed by the Committee on Appropriations of the House of Representatives. 

After careful study Captain Skillman recommended to the Commandant by 
letter dated June 16, 1949, that the Jersey City Supply Depot should not be 
vacated until after the construction of a more suitable building in a different 
location. As the construction of a new building will require the enactment of 
legislation authorizing an expenditure of public funds in the amount necessary 
for the purpose it is not known at this time a possible date on which the Jersey 
City Supply Depot can be disposed of. In the meantime the Coast Guard must 
use this available building even though it is ill adapted for its purpose. The 
facts concerning the Jersey City Supply Depot are well established in the hearings 
before the subcommittee of the Committee on Appropriations, House of Repre- 
sentatives, Eighty-first Congress, second session, January 1950. 

The establishment of the district supply depots has been progressing, through- 
out the past year and a half, in an orderly and realistic manner. At the present 
time all supply depots have been commissioned and are in operation except two 
(which will be in operation not later than April 1, 1951). 

Reference: Page 71. 

Table 7 of the report makes a comparison stated to be the relative cost of 
purchasing operations of each organization in the Treasury Department. It gives 
an apparent picture of an extremely high average cost of issuing purchase orders 
in the Coast Guard compared to the other organizations listed. A statement 
below the table partially explains the reason for the higher unit cost in the Coast 
Guard, but fails to acknowledge the different types and numbers of procurement 
items which may be required to carry out the various and different types of 
operations peculiar to each department. (For example there may be considerable 
difference between departments in the number of straight purchase orders versus 
contract procurement orders.) There is a wide difference in the time required to 
issue a straight purchase order for an item listed in a standard catalog and the 
time required to process an order on an individual contract basis As there has 
been no attempt in the table to differentiate between the two types of purchases 
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for any department, it casts serious doubt on the value of the comparisons given 
and on the conelusions reached. An assumption that the ratio between dollar 
yolume and personal services cost was a fair basis of comparison would probably 
be just as valid as a comparison between departments on a cost per purchase order 
basis when two such widely differing types of purchases are arbitrarily added 
ogether. : 

; The report briefly points out how the Coast Guard system of having head- 
quarters perform a great deal of the details of procurement and other purchasing 
operations for the field tends to increase the unit purchase cost. Had the fol- 
lowing statistics (which were also furnished to the investigator) been used, the 
over-all picture of Coast Guard procurement, both at headquarters and in the 
field, would have shown: 

Purchase orders 


Number issued 131, 961 
Viollde CER site kh hous cin sda bess dahecance kiwesbewoae $47, 177, 372. 51 
Percent under $20 28 


Employees engaged in issuing purchase orders 


Nei NO i ee rg ee da anew awa abies 149. 1 
Tee OE BOP TIOOE,.  onemnscnmidndnr tenance thane gt $570, 004. 17 
VGRrly GIVORREO DOT GUMNO OG. os. 55 sons cde ewe cecesccuewnccn “a 885 
Daily average per employee 3. 49 
Average cost $4. 32 


BUREAU OF CUSTOMS 


Management improvement program (references on pp. 61, 62, 72, 74, and 93) 


The principal thread and theme of management improvement espoused by the 
committee report is that the approach should be of the ‘‘management expert’’ 
type, in the Secretary’s office, rather than by supplying of leadership and incen- 
tive from the Secretary’s office to intermediate and “‘grass roots’ administrative 
personnel who have been permeated with the desire to improve management. 

The committee’s philosophy is contrary to that contained in title X, Public 
Law 429, Eighty-first Congress, October 28, 1949, concerning ‘‘Management 
Improvement Plan and Awards.” It also is significantly different from the 
techniques used in making, evaluating, and implementing the Hoover Com- 
mission studies. The committee’s report admits the management expert approach 
would require a full-time facility. One of the principal advantages of the Treas- 
ury Department’s approach to management is that, without a direct outlay for 
salaries, a larger number of employees who are detailedly familiar with the 
technical aspects of problems confronting them, and therefore in an excellent 
position to suggest remedies, can be used on a part-time basis. 

Under the ‘lreasury system, the number of minds that can be brought to bear 
on a problem, the soundness of results, and, through the committee system, the 
sounding-board approach to screening results, have infinite advantages over the 
efliciency-expert system of management. Regardless of the caliber and the 
diversity of knowledge of an expert type staff, they are never able to spread 
themselves thin enough, nor to understand well enough the requirements of 
highly technical laws, regulations, and procedures dealing with a great com- 
plexity of administrative problems to develop panaceas. For example, in the 
Customs field, the visiting management expert, in order to make a sound recom- 
mendation for improving laws, regulations, or procedures concerning counter- 
vailing duties, would have to himself become detailedly familiar with the laws, 
regulations, histories of the laws and regulations, practical problems of operating 
under these laws and regulations, and many other matters which would require 
intensive study, training, and deliberation. He would have to jump from this 
specialized field into the many procedures dealing with dumping duties, entry 
of merchandise, classification of merchandise, valuation of merchandise, ete. In 
order to make constructive recommendations concerning each of these fields, he 
would have to become expert in each field. Short of this, he would have to rely 
on his judgment of the intelligence, integrity, ambition, and thoroughness of 
study made of these matters by experts in the field. This is precisely what is 
done through the task force and steering committee procedure followed in the 
Treasury Department. 
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On page 74 of the committee’s report, the following paragraph appears: 

"If for example, a management study is made of some phase of the work in the 
Customs Bureau, that agency will be obligated to appoint committees to consider 
the merit of the management report. Each committee will include a mejor 
proportion of Customs personne! and they may sccopt, reject, modify, or make 
new recommendations at will. This second set of recommendations will be re. 
perted to the Commissioner of Customs and to the Seerctarv of the Treasury 
usually through the departmental management committce who also has the 
general privilege of a third acceptance, rejection or modiiication. From this 
point, the subsequent action is entirely voluntary, and in many cases no decisive 
action is taken. In this svstem, in the example cited, the Customs Buresy is 
both the accused and the jury. The prosecution, if any, is not very effective.” 
The results achieved by this committee system will be discussed later. It suM%ces 
to say that results achieved were not deived into by the staff of the overstaffing 
committee and therefore the effectiveness should not have been commented uno: 

The system used in evaluating the McKinsey & Co. management survey of 
the Bureau of Customs admittedly was a committee system. It utilized the same 
techniques which were followed by the Hoover Commission in its study and analy- 
sis of the Federal Government. The report rendered by McKinsey & (Co. 
which consisted of nine chapters contained in eig¢lit volumes, was systematies!ly 
divided into related functional subject matter areas. These functional areas 
were as follows: 

1. Entry of Merchandise. 

2. Inspection of Merchandise. 

3. Liquidation Activities. 

4. Drawback Activities. 

5. Marine Activities. 

6. Customs-Immigration Activities. 

7. Classification-Appraisement of Merchandise. 
8. Statistical Controls and Material Handling. 
9. Auditing and Accounting. 

10. Investigation and Enforcement. 

11. Port Patrol and Searching. 

12. Air Activities. 

13. Public Educational Material. 

14. Reimbursable Services. 

15. Organization of the Bureau of Customs. 

The Secretary’s office in all cases supplied the leadership for the seeuring of 
congressional authorization to make this study, for the selection of the manage- 
ment firm making the study, for the determination of the functional areas into 
which the study should be channeled, and in the selection of task force and steering 
committee personnel to evaluate the study. The task-force members, admittedly 
secured largely from staff in the Bureau of Customs, were hand-picked because of 
their known qualities of familiarity with the specific subject to be studied, broad 
vision, initiative, and desire to improve the administration of the Customs Service 

The committee criticizes the necessity for making further studies and evaluation 
of the recommendations of, for example, the McKinsey & Co. management firm 
MeKinsey & Co. itself recognized the need for checking their recommendations in 
this highly technical and specialized field against field operating conditions and 
pointed this out in their report. Further, many of the most significant results 
achieved to date have been due to alternative plans and suggestions developed 
during these studies or during pilot installations set up to test the soundness of 
the recommendations. These matters could not be masterminded from Wash- 
ington, nor were sufficient numbers of independent personne! available, nor are 
they now or will they in the future be available, to study the details of these 
diverse recommendations. Further, many of the matters resuited in legislative 
recommendations and it was determined to be necessary to thoroughly and care- 
fully screen such recommendations before submitting them to the Congress so 
that this Department can assure the Congress of their soundnes3. 

The task forces made their reports on the definite recommendations assigned to 
them. These reports, available in writing to the steering committee, were furth: 
presented orally to that committee. The committee was composed of top staf 
of the Treasury Department; it variously included the Assistant Secretary, t 
Administrative Assistant Secretary, the Treasury Budget Officer, Assistant 
General Counsel and the Commissioner of Customs. An opportunity was 
afforded this steering committee to ask questions concerning the procedure, th 
results which would be accomplished, the soundness of the recommendation, and 
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possible alternatives which occurred to these “experts.” In many cases, the 
recommendations were returned to the task forces for further study and in an 
attempt to develop a better way to solve the problem. , . 

After the steering committee had determined on a course of action, its recom- 
mendations were sent to the Secretary’s office for approval. If approved by that 
office, they were sent to the Bureau of Customs for implementation. 

The overstaffing committee’s report indicates in this system the Customs 
Bureau was both the accused and the jury. It is further alleged that the “prose- 
cution, if any, is not very effective.” It will be seen from the above that the 
Bureau of Customs, which had employees familiar with the subject matter of each 
recommendation, was given an opportunity to recommend definitively suggestions 
to solve the problems. If the solutions suggested by its task forces, the members 
of which had been appointed at the request of the Secretary, were not an effective 
answer to the problem, the Secretary’s office had, and exercised, the opportunity 
to detect and control the situation. : 

Asa matter of fact, however, this system had been exceptionally effective. The 
results achieved by the Customs management improvement program can be 
shown two Ways: 

(1) From 1947 to July 1, 1950, Customs workload had increased more than 45 
percent. During the same period the number of Customs employees had been 
decreased by 5 percent. 

(2) The following table gives in statistical form the over-all results achieved 
under this constructive approach to the evaluation of the McKinsey & Co. report. 


Summary status of recommendations through Dec. 1, 1950— Management improve- 
ment program, Bureau of Customs 


EVALUATION OF McKINSEY & CO. REPORT 


Holatic Adminis- alii 
Legi ated trative Total Percentage 
i 


Total recommendations | 141 | 177 


Evaluated: 
1. Evaluated as acceptances : 119 
2. Evaluated as rejections 3 22 


Total evaluated recommendations 36 141 | 


Unevaluated 


McKinsey & Co. realized that their recommendations would not prove to be 
100 percent sound. Further, they estimated that the job of implementinz their 
report would require a 5-year period. We are ahead of this schedule in the Bureau 
of Customs. 

In summary, the Treasury Department uses the technique of expert leadership 
from the Secretary’s office and provides for effective review and control of the 
manatement improvement prozram from that level. The system realizes the 
futulity, however, of believing that constructive ideas and maximum effectiveness 
can be achieved solely by the employment of a staff of experts in Washington. 
Enlisting the assistance and cooperation of Bureau employees is the only effective 
means of harnessing sufficient manpower with knowledge of the problems to 
accomplish the maximum management problem identification and improvement. 


Nomenclature (reference on p. 68 (2)) 

Several comments are made in the overstaffing report concerning ambiguous 
nomenclature; and, in fact, an intent to be evasive and obscure is alleged. As far 
as Customs is concerned, we do conform reasonably to the nomenclature system 
proposed by the Senate Expenditures Committee. To the extent that we do not 
conform—names, titles, and organizational identification either have a lon tradi- 
tional history recognized by the public or otherwise find their genesis in something 
other than an attempt to be ambiguous and to obscure. 

Personnel management (reference on p. 64) 

With respect to the criticism of personnel management in the Treasury Depart- 
ment, Customs simply wishes to say that the quality, timciiness, and acsistance 
given by the Department would seem to leave little roon for improvement. 
Under the leadership of the Treasury Department, personnel operations have 
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been decentralized and much “paper shuffling’ has been eliminated. The policy- 
planning assistance rendered by the departmental staff from day to day is believed 
to be a sound approach to personnel management. 


Fiscal management (reference on p. 70) 

The statement is made that ‘“‘the only limitation exercised over service functions 
and program operations takes the form of the question, ‘Do we have the money?’ 
If so, the expenditure proceeds.” 

Customs wishes to point out that requests for personal services or for other 
objects of expenditure are carefully screened. It has, of course, been generally 
true in recent years that many needs considered to be essential could not be 
financed from the funds available; and, therefore, the fund aspect was controlling. 
However, the other test, “Is the proposed expenditure essential?” is always 
applied by Customs. 


General services (reference on p. 70) 

In an organization which is as large as Customs and which has as many field 
offices as Customs, it is believed to be more economical and more efficient for not 
only the Bureau to procure its own services but, as a matter of fact, for the field to 
procure most of their own services. The point of supply; the time element, the 
nature of the services contracted for by Customs, and the general spreading of the 
workload indicate that the present system, with some modifications which are 
currently being made, is the best answer to the services problem. 

The implication behind the Overstaffing Committee’s report is that centralized 
necessarily means more efficient and less costly operations. Particularly in the 
services field this is not always true. For example, on a purchase order, the time 
involved to complete the order for a local purchase of supplies, which are not 
available from the General Services Administration supply centers, would not be 
much greater than to prepare a requisition for forwarding to a central supply 
service. 

In addition, the central office would then have to make out the purchase order 
and, in many cases, procure the item from a local source of supply at the field-office 
location. On the other hand, items which can best be supplied by a central 
service are handled that way by Customs. 

Field service 

On pages 76 and 77 of the Overstaffing Committee’s report, Treasury is criti- 
cized in general terms apparently for the number of field offices it has and for the 
a ys of control exercised in the central office over the number or location of these 
offices. 

Customs field offices have been and are established for one purpose: to serve 
the needs of importing and traveling public. If business volume is not sufficiently 
great to justify the retention of an existing field office, this Bureau recommends 
abolition of the office. Very often there is a difference of opinion on this matter. 
Political and civic interests often believe that a field office must be retained even 
when Customs, from an administrative point of view, believes otherwise. The 
necessity for permitting the importing and traveling public to conduct their 
business with Customs at a point along the border, and in some cases in the interior, 
where onner requirements of shipping and commerce are met, has rarely been 
questioned. 

As to the control exercised centraily over the number and location of these 
offices, the amount of service, the amount of revenue, the volume of transactions, 
enforcement needs, and other matters are carefully considered in establishing or 
ebolishing any Customs field offices. Fach port of entry is approved by the 
Commissioner of Customs and Secretary of the Treasury before it is established. 
Even the establishment of a customs station is approved by the Commissioner of 
Customs. 

Within the past 2 years we have, moreover, consolidated administrative service 
functions where more than one branch of the Customs Service is located in the 
same city. This program is continuing and it is expected to be completed by 
June 30, 1951. Customs has further consolidated its mail divisions under the 
jurisdiction of collectors of customs in 10 major customs ports, and this program 
is also continuing. 

FISCAL SERVICE 


The Fiscal Service was created in 1940 by Reorganization Plan III, under 
authority of the Reorganization Act of 1939. This reorganization plan brought 
together as a working unit the three fiscal bureaus of the Treasury dealing with 
accounts, deposits, disbursements, investments, public debt, and Treasury funds. 
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The bureaus thus consolidated in the Fiscal Service are the Bureau of Accounts, 
the Bureau of the Public Debt, and the Office of the Treasurer of the United 
States. Supervision of their functions is exercised by the Secretary of the Treasury 
through the Fiscal Assistant Secretary. F 

The creation of the Fiscal Service was the result of careful study of Treasury 
activities by the Bureau of the Budget and the Treasury Department. Its 
purpose was to bring about closer coordination of the interrelated functions of 
these three bureaus engaged in carrying on the daily financial operations and their 
relations with the banking system of the country. This purpose has been ac- 
complished. It has been clearly demonstrated through the money savings that 
have been effected. 

At the present time the total number of employees in the three bureaus of the 
Fiscal Service is 9,051, which is 381 less than the number on the rolls as of the 
date the Committee’s figure of 9,432 was compiled. Without allowing for this 
reduction, the report suggests that there could be a saving of 1,575 employees if 
the recommendations of the Committee should be placed into effect. The 
difficulties in dealing with the fiscal management section of the Committee's 
report are manifold: 

First, the procedures and interrelationships cf the many fiscal activities are of 
a highly complex and technical character and are governed by laws enacted by 
the Congress over a period of more than 160 vears. 

Secondly, many statements in the report indicate a fundamental lack of knowl- 
edge on the part of the authors of the report concerning these interrelationships. 

‘hirdiy, there is manifested not only a lack of knowledge concerning personal 
accountability of Government officials in the handling of Government funds and 
securities, but also, in a larger sense, the accounting for stewardship to the Ameri- 
can people who support the Government through the taxes which they pay. 

Fourthly, the report does not set forth sufficient details on each recommenda- 
tion nor correlate the estimated personnel savings with such recommendations as 
to enable a constructive appraisal of the indicated overstaffing figures. 

Fifthly, although briefly referred to, adequate recognition has not been given to 
the work now being done jointly by the Treasury Department, the General 
Accounting Office, and the Bureau of the Budget to improve procedures, under 
authority of the Rudget and Accounting Procedures Act of 1950. 

The Committee recognized and expressed faith in the integrity of the Govern- 
ment's fiseal accounts in the following words: 

“The criticisms contained in this report should not be construed to reflect upon 
the consummate record that the Department maintains as the fiscal center of our 
Government. Its reputation in this endeavor is an enviable one, unmatched 
throughout the history of governments.” 

Unfortunately, the Committee placed itself at considerable disadvantage when 
it did not take the opportunity to receive testimony or explanations from the 
Treasury Department on the matters reported to it by its investigators. Many 





F years ago one of our early Comptrollers said: 


“Government business is not the work of a day, or even the lifetime of any 
person. It is a continuing business; and prudence, as well as experience, dictates 


© such a persistency in records as will leave to future officers a record that will 


enable them to ascertain what their predecessors have done, and the reasons for 
their actions.” 


Changes in fiscal procedures and record keeping, therefore, must not be con- 


© sidered lightly or made inadvisedly, but carefully and discreetly, and only when 


there is a full knowledge of the facts and implications. Inquiries as to the time 


§ devoted by the investigators to a study of the fiscal and accounting procedures in 
» the Treasury have brought the amazing information that the total number of hours 
» spent with the responsible officers and employees of the Fiscal Service was approx- 
» imately 40 hours. Undoubtedly the Committce’s investigators had available a 

great deal of source material such as organization charts, budget documents, and 


hearings before the Appropriations Committee, but, as is well known, Government 
activities are not static, and therefore it is not believed that the time spent with 


| Treasury officials was sufficient to give to the investigators all of the information 
which they should have had before reaching their conclusions 


As an illustration of the misunderstanding of Treasury procedure the Com- 
mittee states on page 81 that — : ; 
“After an appropriation is passed by Congress, signed by the President, and 


certified by the Secretary of State, the Bureau of Accounts issucs an appropriation 
s warrant which, when countersigned by the Comptroller General, directs the 


Treasurer to set up on his ledger accounts a suin of money in the amount authorized 
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Actually, accounts of appropriations are not maintained in the Office of the 
Treasurer of the United States except, of course, those relating to the Treasurer’s 
own expenses. 

On page 82 the report states that checks paid at Federal Reserve banks are 
returned to the disbursing officers or to the imediacie of the United States for 
examination and account reconciliation. Actually, the large percentage of Goy- 
ernment checks are paid for the Treasurer at the Federal Reserve banks and when 
paid are sent by the Federal Reserve banks directly to the General Accounting 
Office. 

On page 90 the Committee suggests that the appropriation warrant might be 
dispensed with and that it would be “entirely realistic and practical’ to post 
appropriation accounts directly from the law. This suggestion is neither ‘“realis- 
tic’ nor “‘practical,’’ as is evidenced by the many decisions which the Comptroller 
General has rendered in the past on the question of whether a particular provision 
of law does or does not make an appropriation. The appropriation warrant js 
the legal accounting document through which the Secretary of the Treasury and 
the Comptroller General indicate to the accounting offices of the various depart- 
ments their agreement with respect to the availability of public money, and the 
warrant is their authority to establish an appropriation account on their books 
under the cited provision of law. 

On page 84 the Committee states: 

“Some money is deposited directly to the account of the disbursing officers and 
placed in their accounts by appropriation warrants.” 

Actually, no money is placed in disbursing officers’ accounts by appropriation 
warrants. 

On page 90 of the report the Committee apparently questions the propriety 
of our present statutory system under which “the Treasurer remains accountable 
for the funds (eredited to the disbursing officers’ checking accounts) even though 
they may have been transferred to a disbursing officer under separate and addi- 
tional accountability.” 

This indicates a lack of comprehension as to the separate and distinct responsi- 
bilities of disbursing officers, as drawers of Government checks, and the Treasurer 
of the United States as the drawee of the checks. Each officer, obviously, has a 
separate bonded responsibility. 

On page 91 of the report there appears the following statement: 

‘More thought should be given to the suggested system of certified vouchers 
which could be paid directly by the Federal Reserve Bank System. This would 
eliminate the use of the checks in the payment of nonrecurring obligations. The 
refinement and adoption of this plan would eliminate at least half of the work of 
the disbursing officers.’’ 

Since payments to Government creditors must be made in a form which they 
ean either cash or deposit in commercial banks, the work of drawning the checks 
would have to be done either by the Federal Reserve banks or in the governmental 
agencies. Thus it would merely shift the expense to the Government of drawing 
checks from one place to another. If the proposal contemplates the use of a 
combined voucher-check form, the adoption of such a procedure involves such 
complications as to require much more study than could possibly have been given 
the subject by the investigators. 

On page 88 the report states that ‘‘the Register keeps accounts on the issue and 
redemption of securities which are also kept in the Bureau of the Publie Debt.” 

The Register does not keep any accounts on the issue of public-debt securities. 
He does keep a numerical register against which are posted redeemed securities, 
but this register in no sense is duplicated in any other activity of the Bureau of 
the Public Debt. 

On page 91 the report states that “The Division of Bookkeeping and Warrants 
keeps too many detailed accounts. All of their accounts except those used for 
central control and general ledgers should be eliminated.” 

The detailed accounts referred to are undoubtedly the accounts of receipts by 
sources, States, districts, and ports of collection; and the expenditure accounts 
are undoubtedly those of individual appropriations, These accounts must be 
kept to comply with sections 255 and 264 of title 5 of the United States Code 
From the beginning of the Government, Congress has required the Treasury to 
maintain a separate account for each appropriation made by it. Here again it 
would seem that the elimination of such accounts should be given more considera- 
tion than the investigators have given to the subject. 

The purpose of pointing out the above-mentioned errors is not to discredit the 
work of the Committee’s investigators but rather to indicate to the Committee 
the danger in reaching conclusions based upon insufficient or unreliable informa- 
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tion. Some of the suggestions in the report have been under consideration by 
the Treasury Department and the General Accounting Office under authority 
of the Budget and Accounting Procedures Act of 1950. While this act paves the 
way for many procedural improvements, there should be expressed a note of 
caution that the savings which such changes may make possible could not by the 
widest stretch of the imagination reach the proportions indicated in the report. 

On the management side, from comments appearing in the report, the Com- 
mittee apparently recognizes that the Fiscal Service of the Treasury Department 
is a closely knit organization, responsive to top management by the Secretary 
of the Treasury through the Fiscal Assistant Secretary. On the other hand, the 
report does not appear to give adequate recognition to important managerial and 
procedural improvements which have been instituted during the past several 
years. Through the streamlining of procedures and the elimination of over- 
jlapping and duplication, where authorized by law and consistent with proper 
security, approximately $16,000,000 has been saved during the past 4 years in 
carrying On the fiscal operations of the Treasury. Notable among these savings 
may be mentioned 2}4 million dollars a year through improved procedures for 
handling the redemption of savings bonds and interest coupons and 1 million 
dollars a year through the adoption of a plan for the handling of withheld and 
unemployment taxes. In addition to the combined savings of $16,000,000 for 
the 4-year period mentioned above, the Treasury is also realizing a saving of 
$5,000,000 every year in payment of Government checks as a result of improved 
procedures developed by the Fiscal Service. 

Two whole units in the Treasurer’s office involving approximately 150 employees 
were virtually eliminated through the cooperation of the Office of the Treasurer 
of the United States and the Bureau of the Public Debt. There is no aversion to 
reducing personnel when that can be accomplished with due regard to the public 
service and protection of the public funds. In fact, one of the underlying prin- 
ciples of administration throughout the Fiscal Service is not to handle a piece of 
paper twice when one handling will do the job. This policy of finding ways and 
means to reduce personnel is further exemplified in the collaboration between the 
Fiscal Service of the Treasury Department and the United States Bureau of 
Standards in developing the use of electronics in the handling of large-scale fiscal 
and accounting operations. Arrangements for the installation of an electronic 
machine for counting paper currency are already well advanced, and a study is 
now underway to determine whether electronics can be applied to the recording 
of the issue and redemption of United States Savings bonds. 

In its endeavor to avoid overstaffing, the Fiscal Service has a program of train- 
ing its supervisors in the direction that they will not only get the best production 
from employees but will encourage them to make suggestions which will lead to 
economies. Two recent illustrations might be of interest, one where an employee 
suggested a method involving the conservation of carbon paper at a saving of 
$127,000 a year, and another, where an employee developed a procedure for 
punching a hole in checks through which enclosures could be picked up auto- 
matically through the use of a suction cup thus avoiding a separate handling of 
the enclosure. Standing alone, these examples of savings resulting from inventions 
and ideas of individual employees in the lower grades may not seem impressive 
or important, but to those who are interested in the advancement of public 
administration, there is a deeper and greater meaning because these are mani- 
festations of employee interest, high morale, and good leadership by supervisors 
and top Management. 

The work simplification program of the Fiscal Service has resulted in numerous 
improvements and substantial savings. Group leaders are brought together 
periodically at luncheon meetings to make progress reports directly to the Fiscal 
Assistant Secretary and to discuss ways and means for greater interest and stimu- 
lation. The Fiscal Assistant Secretary is in daily touch with the Treasurer of 
the United States, the Commissioner of the Public Debt. the Commissioner of 
Accounts, and the Chief Disbursing Officer. and meets with them and their staff 
members collectively every week at staff conferences. At other regular staff 
conferences the Fiscal Assistant Secretary meets with the bureau heads and their 
key personnel and with the budget and personnel officers of the Fiscal Service. 
In this way the Secretary of the Treasury. through the Fiscal Assistant Secretary, 
keeps in touch with the various activities of the Fiscal Service without unnecessary 
encroachment on his time. 

Since maximum utilization of the talents and services of employees is a key- 
stone to avoid overstaffing the program of the Fiscal Service for employee develop- 
ment should be mentioned. This is a three-point program, viz. (1) selection of 
promising employees for rotating assignments in order that they may become 
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trained in all activities of the Fiscal Service, (2) biweekly after-hour group 
discussions on various subjects relating to Treasury activities, and (3) biweekly 
after-hour general meetings in the General Services Administration Auditorium 
which are devoted to lectures by bureau and division chiefs on the work of the 
Treasury Department. Al! employees of the Fiscal Service are regularly invited 
to attend these meetings and are given the opportunity of asking questions. 


Bureau of Accounts 

The Bureau of Accounts is the central accounting organization of the Govern. 
ment. It has three main operating functions, all statutory— 

1. It issues the warrants on behalf of the Secretary of the Treasury 
authorizing the Treasurer to place funds in checking accounts to the credit 
of disbursing officers. 

2. It keeps the central accounts relating to receipts, appropriations, 
expenditures, and the public debt. 

3. It compiles for the Secretary an annual report to the Congress showing 
the receipts, by sources, States, districts, and ports of collection, and expendi- 
tures according to the several appropriations made by the Congress. 

Because of the close relationship between this office and the Secretary of the 
Treasury (now exercised through the Fiscal Assistant Secretary), the Bureau of 
Accounts also handles the investment of trust funds, the designation of Govern- 
ment depositaries, and the determination of the underwriting limitations of 
surety companies which are authorized to do business with the United States. 
It maintains a small accounting systems staff which works closely with the General 
Accounting Office in the development of improved accounting procedures. Also, 
as pointed out in the committee’s report (p. 91) the Division of Disbursement is 
presently a part of the organizational structure, but with clear lines of disbursing 
authority. 

Under the Budget and Accounting Procedures Act of 1950, undoubtedly 
important changes will ultimately be made with respect to the Bureau of Accounts, 
but action with respect to these matters must await the conclusion of the studies 
being made by the Treasury, the General Accounting Office, and the Bureau of the 
Budget 

The subcommittee reports (p. 92) an overstaffing in the Bureau of Accounts of 
817 employees. This is a net figure since the subcommittee indicates that some 
activities of the Bureau are understaffed to the extent of 38 employees while a 
savings of 855 emplovees could be effected in other activities. The principal 
improvements in the Bureau of Accounts are stated as resulting from changes in 
the warrant system (p. 90), which apparently is also the basis for the major 
personnel savings. Other action to effect personnel savings is pointed out, such 
as a review of the necessity for currently compiling financial reports and changes 
in the disbursing procedures (p. 91). It does not appear that the suggestion of 
organization realinement would have any material effect upon the number of 
employees required. 

The report recognizes that existing warrant procedure has been established to 
conform to provisions of law relating to the receipt and payment of moneys from 
the Treasury (p. 90). It should also be pointed out that the Congress, by the 
enactment of legislation, has required the compilation of certain reports, including 
reports to be submitted to it. or example, section 15 of the act of July 31, 1894 
(5 U. 8. C. 264): 

“Tt shall be the duty of the Secretary of the Treasury annually to lay before 
Congress, on the first day of the regular session thereof, an accurate combined 
statement of the receipts and expenditures during the last preceding fiscal year of 
all public moneys, including those of the Post Office Department, designating the 
amount of the receipts, whenever practicable, by ports, districts, and States, and 
the expenditures, by each separate head of appropriation.” 

Likewise, the accounting for disbursements has been established to conform 
to provisions of law. 

The Budget and Accounting Procedures Act of 1950, approved September 12, 
1950, provides for a degree of flexibility not heretofore possible in the modification 
of warrant procedures. Under section 115 of this act, in the interest of simplifica- 
tion and economy, the Secretary of the Treasury and the Comptroller General 
by joint regulation may now waive existing law regarding warrants issued ‘‘in 
connection with the receipt, retention, and disbursement of public moneys and 
trust funds” and funds requisitioned and advanced to disbursing officers. Revised 

rocedures under this authority for repayments to appropriations have already 
een installed and other revisions are under study. The Bureau of Accounts 
intends to take full advantage of these studies to effect economies in operations. 





oe ee ee a 


~ 


~~ oC oe 


- 4+ 2 24 


TREASURY AND POST OFFICE APPROPRIATIONS, 1952 239 


The Bureau has long followed the practice of periodically reviewing financial 
reports prepared by the Bureau to determine their usefulness, and consideration 
is given currently to individual statements when their usefulness has decreased. 
The Bureau takes prompt action to discontinue obsolete reports. 

The basis for accomplishing the savings in personnel to the extent estimated by 
the subcommittee is not clear. For example, it seems probable that a part of 
the estimated reduction was based upon the premise that records on apportion- 
ments for Government agencies are maintained in the accounts of the Bureau 
(pp. 81 and 85) coupled with the recommendation that all accounts except those 
used for central control and general ledgers be eliminated in the Division of 
Bookkeeping and Warrants (p. 91). The Bureau of Aecounts keeps no accounts 
for apportionments other than those which relate to its own appropriations for 
administrative expenses. Also, the suggestion (p. 90) that covering warrants be 
discontinued, if adopted would have little, if any, effect upon personnel. The 
covering process serves the purpose of classifying receipts by source and sum- 
marizing for reporting purposes. This information is required by law, and if 
this information was not obtained under the present procedure, it would be neces- 
sary to produce summaries under some similar method. The statements produced 
as a by-produet also furnish a means of verifying the amounts deposited for the 
account of the Treasurer of the United States. 

A further example, which indicates that the recommendations may have been 
made without full information, is given. The question is raised (p. 90) as to 
whether the appropriation warrant which “notifies the Treasurer that the Congress 
has authorized the expenditure of a certain amount of money for a particular 
purpose” is needed. ‘The purpose of this warrant is to advise the administrative 
agency having control over the appropriation that funds are available on the 
books of the Treasury. (The Treasurer of the United States does not receive a 
copy of this warrant.) Many instances are on record where it has been necessary 
for the Comptroller General to rule on the meaning of laws purporting to appro- 
priate money. It is therefore, necessary that the laws be carefully considered 
before the funds are established on the books of the Treasury and before adminis- 
trative agency is permitted to withdraw funds for the payment of its obligations. 

The estimate which causes considerable perplexity relates to the Division of 
Disbursement. While the findings in the report contain no criticism of the 
management of the Division, there is nevertheless shown in table 12 of their 
report an indicated saving of 821 employees in the Division. 

Representatives of the subcommittee had no discussion with officials concerning 
the number of employees engaged on any function, operation, or task, in the 
Division, nor did they discuss in any manner the composition of the savings 
proposed in the report. It is therefore difficult to appraise their findings without 
information as to how such savings were calculated. 

Under the heading “Division of Disbursement’’ (p. 91), the report states: 

“More thought should be given to the suggested system of certified vouchers 
which could be paid directly by the Federal Reserve Bank System. This would 
eliminate the use of the checks in the payment of nonrecurring obligations. The 
refinement and adoption of this plan would eliminate at least half of the work of 
the disbursing officers.” 

It is not explained how a creditor of the United States, who has furnished 
supplies, could receive payment therefor without the use of a check, draft, or other 
form of payment instrument. 

While no itemization of the positions to be eliminated, or even a listing of the 
operations and tasks to be discontinued, has been furnished, it appears that a 
large error has been made in the calculations. If the entire function of making 
payments on nonrecurring obligations were removed from the Division of Dis- 
bursement, as suggested, only a fraction of these employees could be released. 
This number includes not only all operative employees but also all related execu- 
tive, supervisory, administrative, accounting, procurement, and service personnel. 

It is doubtful that any saving would accrue to the Federal Government as a 
whole. If Federal Reserve banks were to issue the check, warrant, draft, or some 
form of instrument to authorize payment, the change would merely mean the 
transfer of a function from one office to another, with another set of executive, 
supervisory, and service personnel, and other indirect expenses. The Federal 
Reserve banks would undoubtedly require reimbursement for its expenses in 
handling such payments. In the end, a greater cost would have to be paid by the 
Government. If the function was to be transferred to United States departments 
or establishments, such action would be a reversion to a discarded arrangement 
which had proved too expensive. The mechanical operation of writing the check, 
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draft, or warrant would in nowise be decreased, it being assumed that the dis. 
charge of an obligation involves the preparation of some instrument. Seemingly, 
any authorization to effect payment must have inscribed thereon the date, name 
of payee, amount to be paid, and the signature of the authorizing officer. These 
data are the minimum required, being virtually the same as now inscribed on 
ehecks. The shifting of the manual or mechanical work from one large agency 
to many agencies would not result in a saving. Because of the loss of efficiency, 
such action would very likely increase the cost to the Government. , The Division 
of Disbursement processes the nonrecurring types of payments using principles of 
mass production; it employs electrical equipment such as accounting machines, 
punch-card machines, check-writing machines, tabulating machines, addressing 
machines, signing machines, microfilming machines, and enclosing machines, 
Small offices eould not practically operate such equipment without excessive cost 

Prior to the creation of the Division of Disbursement, the Federal departments 
had their own disbursing offices. In New York City alone there were more than 
40 offices performing disbursing functions. By consolidating these activities, the 
Division can process a very large volume of transactions on a production-line 
basis with low operative, supervisory, and indirect costs. Year after year, through 
specialization on jobs and with quantitative standards of performance, the Divi- 
sion has been able to reduce costs. During the past 6 years, the average unit cost 
for making payments and for depositing collections by the Division has not in- 
creased, despite the fact that salaries of employees and other expenses have gone 
up more than 40 percent. This record of the Division for holding the line on 
costs compares favorably with that of any other Federal agency, or for that matter, 
any industrial organization in the country. In 1944 the average unit cost was 
over 634 cents; in 1950 it was less than 6% cents. During this same period, the 
number of production units per employee rose from 39,000 to 58,000 per year. As 
to persons employed in the fiscal year 1950, the Division had 3,388 employees and 
handied 198,000,000 checks, or 26,000,000 more than in 1947, when it had 3,735 
employees. This indicates the continuous effective program of improvement 
going on in the Bureau of Accounts. 

The production control system established in the Division, under which units 
of output are reported monthly for the various ciasses of activities has enabled 
not only control of production with savings in required manpower, but also the 
making of comparative studies, in which the output of one office is compared with 
that in another and the output of the same office of one period with that for 
another period. From the information so derived fair standards of performance 
have been promulgated to the various regional disbursing offices. 

A further genera! conclusion appearing in the report (p. 68) without supporting 
details, relates to the internal security accounting provisions in the Division of 
Disbursement, which are stated as too comprehensive. The provisions for safe- 
guarding securities such as currency, negotiable checks, unissued bond stock, and 
unissued chee stock in the Division of Disbursement are typical of those imposed 
by beth large and small financial institutions. The practice in the Division is 
very similar to that in business. Collections, as received are immediately re- 
ceipted, recorded, and totaled to establish accountability. By this means contro 
is set up for which the corresponding accountability is established. The resulting 
deposit of the funds to appropriations, trust funds, or special accounts (as re 
quired by law) must be in agreement. As to physical facilities utilized, the 
protective equipment and related service are no greater, and no less, than employed 
by large banks. Huge sums of cash may be received, as for example in Treasury 
Annex 1, where the collections may exceed a million dollars in a day, with $50,000 
in currency; the receiving cashiers necessarily work in enclosed cages to which 
the public does not have access. Each day they must account for the exact 
amount of funds received. At night the currency, checks, and negotiable papers 
are placed in locked safes or vaults. to which only designated individuals have 
access. In Washington the safes and vaults are inspected by Secret Service guards 
in their periodic rounds. The practice is substantially the same in each regional 
office. 

If the report means that the accounting in the Division of Disbursement is too 
comprehensive in that complete accounts are maintained for receipts and expendi- 
tures under specific appropriation, trust fund, and special account titles, and that 
only a single depositary disbursing account need be operated for each disbursing 
officer, the recommendation has merit. In this connection, the system of account- 
ing was devised and operated to conform to existing law In the past year, much 
improvement has been brought about in the appropriation and fund accounts ip 
aciministrative agencies by the joint program of the Bureau of the Budget, the 
‘General Accounting Office, and the Treasury Department. It is anticipated that 
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the technical improvements now beine made in records of administrative agencies 
will soon render unnecessary the detailed accounting in the Division so that steps 
can be taken to modify the present law requiring that no nayment can be made 
by a disbursing officer unless he has sufficient unexpended balances in the respective 
appropriation, trust fund, or special account to be charged with the expenditure. 
It may, however, be possible to modify this procedure. With the passage of the 
Budget and Accounting Procedures Act of 1950, the streamlining of the accounting 
procedure may be possible by the joint action of the Comptroller General and the 
Secretary of the ‘Treasury. Such change, along with other related accounting 
simplification in other records, is now under consideration in the Treasury 
Department. 

‘the report contains a proposal (p. 69) recommending the elimination of the 
“administrative examination” of accounts. ‘This proposal is one which the Gen- 
eral Accounting Office and the Treasury sponsored in the Budget and Accounting 
Procedures Act of 1950, previously referred to. It is too early to tell what effect 
on personnel such a change would have, but the committce may be assured that 
appropriate reductions will be made in the estimates of appropriations when 


‘ 


the changes are made eifective. 

As stated above, the subcommittee (p. 92) estimates that a net savings of 817 
employees can be effected from a total of 3,450 employees on the rolls of the 
Bureau of Accounts on June 30, 1950. Without correlating estimated savings 
with the recommendations (which is not contained in the subeommittee’s report), 
a complete and satisfactory analysis cannot be made. ‘There appears nothing 
in the report which would support the conclusion that a reduction of 817 em- 
ployees in the Bureau of Accounts could be made without impairing its operations. 


Bureau of the Public Debt 

The Bureau of the Public Debt exercises administrative supervision over public 
debt operations. It maintains control over stocks of unissued securities, keeps 
registered accounts, issues registered interest checks, and verifies the authenticity 
and validity of every security redeemed by the Treasurer of the United States. 

Because of the legal interrelationships public debt accounts are maintained in 
each of the three bureaus of the fiseal service, namely, Bureau of Accounts, Bureau 
of the Public Debt, and Office of the Treasurer of the United States. Each set of 
accounts, however, is maintained for a different purpose in the discharge of 
a different statutory or regulatory responsibility. 

In the Bureau of Accounts, less than half time of 1 person is engaged on public 
debt accounts; in the Office of the Treasurer, there are the equivalent of 13 full- 
time employees; and in the Bureau of the Public Debt about 250. There is no 
overlapping or duplication of functions performed by each organization. 

Under section 10 of the act of July 31, 1894, the Bureau of Accounts maintains 
central accounts relating to receipts, appropriations, and expenditures of all depari- 
ments, bureaus, and oflices of the Government, including the public debt. A 
summary account for each outstanding public debt issue is required to be main- 
tained by the Bureau, in order to properly account for all receipts and expendi- 
tures of the Government. Without such information, the accounts would not, 
of course, reflect the information which the afore-mentioned statute requires. 

The Treasurer of the United States is the fiscal agent for the redemption of the 
public debt. The accounts of the Treasurer are kept on the basis of cash receipts 
and payments made by the Treasurer. These accounts differ from those of the 
Bureau of Accounts in that they account for public debt receipts and payments 
for each loan by Federal Reserve banks and branches, the principai issuing and 
paying agencies for public debt transactions. These accounts not only serve to 
record the Treasurer’s accountability for receipts and payments, but are also the 
basis for preparing the monthly statement of the outstanding public debt. 

The Bureau of the Public Debt is the administrative organization for public 
debt operations. The Division of Public Debt Accounts and Audit performs what 
might be called administrative controllership functions. The main purpose of the 
accounts maintained by this Division relating to public debt principal is to exer- 
cise administrative control over public debt security stock, security issues, and se- 
curity retirements. ‘The blank stock of securities maintained with Federal Re- 
serve banks and other agencies is also controlled by this Division. Another func- 
tion of the Division is to see that the Treasurer’s account is credited for the amount 
of every public debt security sold. Its work is not duplicated in any other bureau 
of the Treasury. 

The statements on pages 88 and 89 of the report with respect to the role of the 
Register are grossly inaccurate. The Register of the Treasury does not maintain 
any accounts of the issue of public debt securities. One of the principal functions 
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of the Register is to verify securities charged in the account of the Treasurer of the 
United States as public debt redemptions and coupon interest payments, and to 
make appropriate certification thereof to the Comptroller General of the United 
States. On the basis of the Register’s certifications, credits are allowed by the 
Comptroller General in the account of the Treasurer. These securities and cou- 
pons, as well as those retired on other transactions, are visually examined in the 
verification process. Another function is to maintain custody of publie debt 
securities retired on any account, and interest coupons related thereto, and in due 
course to deliver them for destruction. 

The only accounts maintained by the Register are those showing the securities 
received for examination, custody, and delivery for destruction. ‘These aecounts 
serve as controls over the securities and coupons with which the Register is 
charged. His rezords, and his records alone, reflect in detail the retirement of 
the public debt by serial numbers, denominations, and loans. Similar records on 
the issue side are maintained by the Division of Loans and Currency and the Fed- 
eral Reserve banks. Thus the Bureau of the Public Debt has available to it the 
necessary details with respect to every public debt security issued and retired. 

These records in no wise conflict with or duplicate the administrative security 
control accounts maintained by the Division of Public Debt Accounts and Audit, 
which are general accounts supporting the public debt. 

Location of the Register’s ofiice in the Bureau of the Publie Debt makes for 
economy and efficiency in operations, since other units of the Bureau may readily 
obtain information relating to the redemption of securities, which is needed in the 
performance of day-to-day functions. This office has been functioning as an 
integral part of this operation for many years, and, in the interest of good manage- 
ment, it should not be removed from the Bureau of the Public Debt. 

The United States Savings Bonds Division (p. 88) is a part of the Office of the 
Secretary of the Treasury, and not a unit of the Bureau of the Public Debt. This 
organizational status was accorded the Division in view of the character of its 
sales promotional activities and the fact that it does not handle or service the 
public debt. Funds for the Division, however, are properly included in the 
appropriation for administering the public debt. The service unit of the Division 
was required to move from Washington at the beginning of World War IT. because 
of the lack of space. For administrative control purposes, it was made a part of 
the decentralized Public Debt organization, which was moved from Washington 
to Chicago at the same time. There are no duplications of work and no economies 
would be effected through a change in the organizational set-up. 

The allegations that the Bureau of the Public Debt (p. 89) is overorganized into 
numerous divisions, sections, units, and subunits, with a system of security 
accounting, checks, and balances which is far beyond normal requirements, might 
be based on a cursory examination of detailed organization, functional, and work 
flow charts, but without further studied analysis. The Bureau is composed of 
only three major divisions. 

In order to operate effectively and efficiently, operating sections have been 
broken into units specializing in related phases of the work. Numerous changes 
in the status of operating units have been made in recent vears, including consoli- 
dations, all in the interest of providing a better framework in which to carry on 
the functions of the Bureau. In practically every instance, the units and subunits 
are supervised by a working unit head, and very little, if anv, saving could be 
realized by further combining units or subunits under one administrative head. 

The functions of the Bureau require security controls peculiar to the handling 
and servicing of live securities and the highest degree of accountability over the 
issuance and retirement of the millions of pieces of securities that have been issued 
and retired. 

The Division of Public Debt Accounts and Audit of the Bureau of the Public 
Debt (p. 89) has been responsible for many years for the maintenance of contro! 
accounts over blank distinctive paper and the audit of work in process at the 
Bureau of Engraving and Printing. Responsibility for these functions was 
reiterated in Treasury Order No. 121, dated July 31, 1950, which was promulgated 
in connection with the transfer of certain functions with respect to the handling 
of distinctive paper from the Bureau of the Public Debt to the Bureau of Fn- 
graving and Printing under Reorganization Plan No. 26 of 1€50. ‘The Division 
of Public Debt Accounts and Audit, of course, received necessary accounting 
documents from various sources in connection with the maintenance of its distine- 
tive paper control accounts and for the development of appropriate records unon 
which to conduct a sound audit of work in process at the Bureau of Enzraving 
and Printing. Neither the Division of Public Debt Accounts and Aucit nor anv 
other office of the Bureau of the Public Debt, however, prescribed a ‘system of 
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security accounting” to be followed by the Bureau of Engraving and Printing, 
as shown by the chart facing page 89 of the report. 

It is our well-considered opinion that the functions performed by the Division 
of Loans and Currency with respect to the verification of redeemed currency and 
mutilated paper represent the minimum consistent with good management 
principles, having in mind particularly the nature of the material processed. 
The Redeemed Currency Unit of the Division of Loans and Currency verifies 
the lower halves of all United States currency retired from circulation. The 
Mutilated Paper Unit of the Division verifies all work spoiled by the Bureau of 
Engraving and Printing at various stages of production. On the basis of the 
work done by these two units, credit is allowed to Federal Reserve banks and 
branches for unfit currency retired from circulation and to the Bureau of Engraving 
and Printing for work spoiled in process. The functions must be performed in 
some unit of the Treasury. In view of the security-mindedness of the Division 
of Loans and Currency as a whole, it is believed that these functions are appro- 
priately placed and may be more effectively performed from their present organi- 
zational location. The operations conducted by the two units in question are not 
duplicated by any other office of the Treasury. 

The nature of the functions performed and aceounts maintained by the Register 
of the Treasury are set forth in our answer to the comments relating to the Regis- 
ter’s office on page 88 of the report. It will be noted that the Register maintains 
only such accounts as are necessary in the performance of his audit functions 
and that they are not duplicated elsewhere in the Treasury. The work performed 
by the Register’s office is essential to proper security management. The Register 
is the final Treasury auditor of paid public debt securities and interest coupons, 
and manifestly must have physical custody of the securities and coupons to 
perform that function. If this work were transferred to other parts of the 
Bureau of the Public Debt, as proposed, neither savings nor increased efficiency 
would result, since, as stated before, functions of a similar character are not per- 
formed elsewhere and new organization units would, therefore, have to be created 
to do them. 

The report (p. 92) suggests a reduction of 341 employees in the Bureau of the 
Public Debt. As indicated in our comments on the specific suggestions of the 
committee, we do not feel that the suggestions are well taken or that any econo- 
mies would result from their adoption. It happens that there are now 85 fewer 
employees in the Bureau than the 4,632 stated on page 92 of the report, and, of 
course, we will continue to reduce our force if reductions in our workload and 
further management improvements will permit. 


Office of the Treasurer of the United States 


The Treasurer of the United States is the official custodian of the public funds. 
Contrary to statements in the report, it does not duplicate the work of other 
activities. The Treasurer is bonded for the faithful performance of her duties 
and this responsibility is not shared by any other officer. 

On page 89, the report identifies specific areas within the Office of the Treasurer 
where it is stated “‘organizational and procedural discrepancies entail unnecessary 
and duplicating effort.’”’ On page 92, the report indicates the number of 
employees which could be released in each activity as a result of suggested correc- 
tive action. In commenting on the committee’s report, their findings will be 
treated in the order in which they appear on page 89. 

The report states that ‘‘The Stating and Claims Sections of the Accounting 
Division need special consideration in view of the work being done by the Federal 
Reserve System.” 

The paying operation performed by the Federal Reserve banks on Government 
checks pertains to checks which are payable through the Federal Reserve banks 
only. The same operations are performed in the Accounting Division on other 
checks which are payable in Washington only. There is no duplication because 
no one cheek goes through the paying operation twice. The paying operations 
performed on Government checks are essentially the same as those performed in 
a commercial bank and are deemed to be essential in the banking fraternity 
before a drawee pays out cash on checks which are presented. 

As to the work done in the Claims Section of the Accounting Division, the 
only part taken in this operation by the Reserve banks is to report as to whether 
a check payable through a Reserve bank which is involved in a claim has or has 
not been paid. This is the only place this information can be obtained and is 
absolutely necessary in settling a claim. The Claims Section picks up the case 
at that point and consummates the case without duplicating any part of the 
work done by the Reserve bank. 
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The report states that, ‘‘The work carried on in the Card Check and Sorting 
Sections needs to be simplified in conformance with modern banking practices.”’ 

The only operation performed in these sections which is not generally performed 
in a commercial bank is that of arranging the paid checks in serial number 
sequence. The commercial banks place this burden on their customers. 

In the case of Government checks, the placing of this burden on someone else 
would resuit in transferring the operation to the General Accounting Office as a 
prerequisite to reconciliation. This would result in no saving to the Government 
in performing the operation and would result in extra costs in the Treasurer’s 
office in determining the status of a check involved in a claim from a file of un- 
arranged checks. Furthermore, it would delay settlement of the claim. 

The report (p. 89) states, ‘‘The size and cost of the activities of the Currency 
Redemption Division should be reviewed in the light of potential economies, 
They overlap and duplicate similar operations in the Bureau of the Public Debt.” 

The Federal Reserve banks cut unfit United States currency in half and ship 
the lower halves to the Bureau of the Public Debt. Upon receipt of the lower 
halves, the upper halves are shipped to the Currency Redemption Division, 
After verification by the Bureau of the Public Debt and adjustment of errors, 
the currency is delivered to the Destruction Committee. Long experience has 
taught that this procedure is essential for security and control purposes and to 
prevent fraudulent manipulation which might occur if both lowers and uppers 
were available to the same office for final audit. The Treasurer does not duplicate 
the verification performed by the Bureau of the Public Debt on United States 
currency. 

The same procedure is followed with respect to Federal Reserve currency except 
that the lower halves of such currency are forwarded to the Currency Redemption 
Division for complete verification, and the upper halves to the Federal Reserve 
Issue and Redemption Division of the Comptroller of the Currency. The entire 
cost of this operation is reimbursed by the Federal Reserve banks. 

The report (p. 89) states, ‘‘The Federal Reserve Bank Section of the Division 
of Securities and the United States Depositary Section of the Division of General 
Accounts are functioning in the same area with a duplication of effort.’? The 
Federal Reserve Bank Section of the Division of Securities receives from Federal 
Reserve banks all United States public debt obligations redeemed by the Reserve 
banks, except savings bonds and Armed Forces Leave bonds. It examines the 
obligations for genuineness, for cancellation, amount paid and determines the 
accompanying schedules are accurate and properly prepared. The amounts are 
reported to the Division of General Accounts for determination that they agree 
with the amounts charged in the Reserve banks’ transcripts. 

The Depositary Section of the Division of General Accounts maintains the cash 
accounts carried with the Federal Reserve banks, general depositaries and foreign 
depositaries. ‘Ti > media for posting these cash accounts are the daily transcripts 
rendered by the banks which show the opening balance, receipts, expenditures, 
corrections, and closing balance. These cash accounts are proved against control 
figures and reports furnished by the Accounting Division at the close of each 
day’s clearance. 

The areas covered by the two sections are entirely different, the functions 
entirely different in nature and scope, and they bear no relation to each other. 

The report (p. 89) states, ‘The Coupon Section of the Division of Securities is 
engaged in a partial duplication of the general activities of the Bureau of the 
Public Debt.” 

The duties of the Coupon Section with respect to the examination and audit 
of paid coupons from United States obligations were transferred on November 1, 

1949, to the Register of the Treasury; and the number of employees was sub- 
sequently reduced from 38 to 8. 

Table 12 (p. 92) of the report suggests a possible reduction of approximately 
30 percent in the employees of the Treasurer’s office. In the absence of any 
other indication as to how these savings could be effected, it is presumed that 
they are based on the committee’s suggestions of duplication and overlapping. 
As indicated in our comments above, the suggestions are not well taken and their 


adoption is not feasible. 
BUREAU OF ENGRAVING AND PRINTING 


From the Committee’s report, page 68: 

“Internal security accounting in the Bureau of Engraving and Printing 
is too comprehensive. The system in the Bureau of Engraving and Printing is 
especially cumbersome and involves many unnecessary intermediate steps.’ 


* * # 
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Security control accounting in a publicly owned security printing plant must 
of necessity be comprehensive. It might appear to be cumbersome and involve 
too many unnecessary intermediate steps. Security accounting controls are 
designed and modified as the needs arise adequately to protect the public, the 
Government, as well as the officials and employees through whose hands pass 
billions of units of monetary value during the course of a vear. 

Only through being actively associated with the manufacture of securities can 
the need for a foolproof, detailed, and comprehensive control accounting system be 
appreciate 1. 

' When it is recognized that emplovees of the Bureau are held accountable for the 
face value of securities in their custody, even if only partially completed, every 
device known to the accounting profession, which will afford fullest protection to 
the employee, must be incorporated in the system. Without such a comprehensive 
control, suspicion of irregularity could easily unjustly ruin the career of an 
emplovee. 

It should be noted that the control system in the Bureau reaches beyond the 
confines of the Bureau in that it provides records which release the Bureau from 
responsibility for custody of completed securities and, in the same accounting 
operation, makes a substantia! record available to the receiving agency. 

The present control accounting has been in operation for 27 years. It has been 
reviewed and examined by many expert accountants, and none have been able to 
offer any suggestfons which would either improve or simplify its basic principle. 

From the committee’s report, page 78: 

“* * * A perfunctory inspection of this activity gives the impression of 
unsatisfactory employee utilization, but further inquiry points to another obscure 
cause of overstaffing. In this instanee the inefficient and wasteful methods 
employed stem largely from the physical lay-out of the plant in which the opera- 
tions take place. * * * This has led to the continuance of poor morale and 
too many employees.” 

At least 95 percent of the production workers of the Bureau of Engraving and 
Printing work on a piece rate or on a task basis. The amount of work performed 
by these workers has been established over a period of many years and is predi- 
cated on a “fair day’s work.” The basis upon which this day’s work has been 
established is well recognized in industry where unions play a predominant role in 
determining manpower output. Experience has shown that any effort on the 
part of Bureau management to prescribe work output in excess of that currently 
being performed would result in vigorous action on the part of the unions to resist 
any increase. Since organized workers in the Federal Government are denied the 
right to strike, the right of petition is exercised in its stead. There are 26 unions 
in this Bureau which avail themselves of this right. 

The Congress has usually been sympathetic toward the petitions of organized 
labor in the Federal Government, and for many years it limited the type and 
number of printing presses that could be employed in the production of currency 
inthe Bureau. The Congress has also legislated the type of printing process that 
must be employed in the production of United States securities. Even so, the 
amount of work performed by a vast segment of the Bureau’s employees is measur- 
able and compares well with work performed in private industry and with other 
agencies of the Federal Government. Due, of necessity, to the complex require- 
ments for printing and processing United States securities, all necessary precau- 
tions must be employed to insure against irregularities in the handling of securities, 
which has the result of reducing the productive output of the employees while 
security measures are being carried out. Specifically, all stock in process must be 
counted before being returned to the vaults at the close of the work period, and 
luring each movement of the stock in between processing operations. It is 
obvious, therefore, that, during each counting operation preparatory to printing 
and processing, nonproductive time on the printing and processing equipment 
results. Each sheet or fragment of a sheet has to be specifically accounted for, 

hether it be a l-cent postage stamp or a thousand-dollar bill. The loss of a 

et or a fragment of a sheet must be paid for by the employees, as there is no 

ility whereby such losses can be paid for out of Government funds. Under- 
tandably, therefore, employees must be given adequate time to insure proper 
accountability of securities during each step of the many operations. 

rhe reference to “This has led to continuance of poor morale and too many 
employees” (p, 78) seems to be contrary to the facts. A comprehensive investi- 
gation conducted by the Treasury Department disclosed that the employee morale 
of the Bureau was excellent. So far as is known, nothing has occurred in the 
interim to change this situation. 
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2 On June 17, 1950, representatives of the Williams Subcommittee on Overstaffing 
in the Federal Government visited the Bureau and were conducted on a tour 
which extended over more than 20 acres of floor space.: They spent slightly over 
4 hours visiting the production divisions of the Bureau, and it is of interest to 
note that in such a short space of time they could conclude that there were 
“inefficient and wasteful methods employed,” ‘‘unsatisfactory employee utiliza- 
tion,” ‘‘unsuitability of plant site and physical layout,” “poor morale,” ‘too 
many employees.’”’ There are approximately 6,200 employees in the Bureau, 
among which are 32 skilled crafts represented by 26 labor unions. Many of the 
Bureau operations are highly technical and little understood by other than those 
who are directly associated with these operations. It would certainly seem, there- 
fore, that before all the unfavorable conclusions quoted above could be reached a 
great deal more time than 4 hours would have to be spent in viewing the Bureau's 
operations and then only by individuals skilled in the graphic arts. 

In an attempt to improve the standard of quality of United States currency, 
reduce production costs, improve working conditions, and eliminate hazardous 
operations, a staff of qualified engineers is employed to conduct recurring stucies 
of the Bureau’s operations. These studies include machinery layouts and changes 
in processing operations. From time to time, as improved processes are developed 
and new equipment is obtained, increased production requirements become neces- 
sary, and changes in the plant layout are made. Flow of work is constantly 
being studied with the view in mind of providing for maximum efficiency in the 
Bureau’s operations. Great progress has been made in the Bureau within the past 
30 years. This is evitenent by the fact that the employees of the Bureau are 
producing 126 percent more work today than was produced by a comparable 
number of employees 30 years ago. This has resulted in an accumulated saving 
of more than $100,000,000. These savings are the direct result of more eflicient 
utilization of manpower. The Bureau, it is believed, is unique in that it is the 
only agency in the Federal Government where employees are sent home when 
there is neither sufficient work for them to perform nor companion workers present 
to perform certain operations. 

Serious limitations are placed upon the extent to which changes in the process- 
ing operations can be made or in the physical lay-out of the equipment because 
of the necessity for maintaining security control over each step of all operations. 
This results in the isolation of each operation in producing United States securi- 
ties and, of necessity, results in the n for transporting work from one operation 
to another and, under certain circumstances, retracing these operations to provide 
for another step in processing. It is agreed that, were it not for the need for 
isolating these operations, greater utilization of floor space and manpower coul 
be made. Experience has shown, however, that there cannot be any compromise 
in maintaining suitable and adequate accountability over every operation; 
otherwise, serious charges of negligence and misconduct of the affairs of the Bureau 
would inevitably result, as has occurred in the past. 

From the Committee’s report, page 70: 

“Cost accountsare rarely maintained. If so, they are incomplete, unrealistic, or 
not on an accrual basis.” 

There has always been a cost-accounting system in the Bureau, made necessary 
by reason of the fact that the Bureau makes an annual accounting to the Conzress 
of the United States as to how appropriated funds have been expended and how 
new appropriations are to be administered. Approximately 40 percent of all 
work performed is reimbursable, and accurate costs must be developed in order 
that the agencies for whom the Bureau performs work on a reimbursable basis 
will not be required to carry a disproportionate share of the cost of operating. 

Over a period of many years estimates have been submitted to the Congress, 
based upon unit cost rates developed during the prior vear, making appropriate 
adjustments for wage increases, changes in material prices, increases or decreases 
in overhead costs due to a larger or smaller program, etc., for the current and 
budget years, demonstrating that a realistic cost accounting system has been in 
operation. Since the Bureau has been on an obligation basis it was not possible 
heretofore to include all items of cost on an accrual basis. For example, deprecia- 
tion of equipment has not been included as an item of cost and it was for this 
and other reasons that the Bureau sponsored Public Law 656, Eighty-first Con- 
gress, in order that the accounting system could be on a 100 percent accrual 
basis. The accounts of the Bureau are audited by the General Accounting 
Office and Bureau records fail to disclose any instances of irregularity which could 
be attributed to a faulty cost accounting system, irregularities in the purchasing 
of materials, or in the auditing and payment of its accounts. 
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From the committee’s report, page 89: 

«* * * The Bureau (Bureau of the Public Debt) also prescribes a system 
of seeurity accounting for distinctive paper used in the Bureau of Engraving 
and Printing. Figure 4, Security Accounting, Bureau of Engraving and Printing, 
facing this page, graphically illustrates the extent and complexity of this system.”’ 

The security control accounting system in the Bureau was designed and 
installed in 1923 by a special committee designated by Secretary Mellon, three 
members of which were not employees of the Bureau. The Bureau of the Public 
Debt did not, therefore, prescribe the system as is stated in the report. Since 
the control ledgers of the Bureau system are maintained by a division of the 
Bureau of the Public Debt, slight modifications to the forms and procedure neces- 
sary to keep them current with requirements may have been suggested by that 
Bureau. 

During World War I, the Bureau was engaged in the mass production of Liberty 
ponds. Early in 1922, President Harding was informed by someone outside of 
the Treasury that the administrative staff in the Bureau had engaged in duplicat- 
ing Liberty bonds and thereby had stolen millions of dollars from the Govern- 
ment. What was then considered a control system in the Bureau was so inade- 
quate that the Director in office at that time was unable, with the meager records 
at hand, to disprove the charge. As a result, the President issued an Executive 
order on April 1, 1922, dismissing 28 operating heads of the Bureau. Two separ- 
ate committees were assigned to investigate the charges and to inventory the 
entire production of the Bureau during the war period by establishing as a base the 
quantity of security paper produced at the paper mill, and following through 
every operaiion to the completed bonds delivered to the issuing agency. During 
the inventory the Bureau was closed. At the completion of the inventories, it 
was disclosed that the charges were unfounded. Two years later all of the 
officials who had been dismissed and who were still living were offered reinstate- 
ment in the Bureau. During the 2-year period turmoil and confusion were 
rampant in the Bureau. The cost resulting from low efficiency was enormous. 
Had there been a security contro] accounting system comparable to the one now 
in use, the charge of duplicating bonds could have been immediately proved 
false and all of the difficulties and expense saved to the Government. It was 
following this unfortunate affair that the Secretary established the special com- 
mittee for the purpose of installing an adequate, foolproof security control ac- 
counting system, The present system has made it possible for the Bureau to 
operate continuously since 1923 without ceasing operations for the purpose of 
inventorying the work in process. It is safe to say, therefore, that the present 
system, which to the layman appears to be complex, has saved the taxpayers 
large sums Of money, not to mention the fact that it has afforded adequate pro- 
tection against irregularities for all concerned. 

Security printing is costly, and adequate controls over it must be very compre- 
hensive, and will continue to be for the simple reason that there can be no com- 
promise with accuracy. 

The representatives of the Williams committee were offered any assistance by 
the staff of the Bureau which would permit a factual study of Bureau operations. 
Reports showing progress that had been made in the past and proposed changes 
for improvements were shown to a representative of the committee who gave 
them only cursory inspection and seemed to have no interest in what had been 
done or what was proposed to be done to place the Bureau on a more efficient 
operating basis. In addition to the time spent by representatives of the Williams 
committee on a sightseeing tour throughout the Bureau, only 60 minutes were 
spent in conference with the Purchasing Officer, 45 minutes with the Chief 
Accountant, and only 10 minutes in the Industrial Relations Division. 

Since one of the responsibilities assigned to the committee was to ‘suggest 
remedial action necessary to correct overstaffing in the executive departments 
and agencies,’”’ it is noted that nowhere in this preliminary report is there any 
indication of where overstaffing exists in the Bureau, nor is any suggestion made 
of ways and means for correcting the alleged overstaffing. It would be of great 
assistance to the Bureau, in eliminating the alleged overstaffing, if the report had 
shown whether there are too many machinists, carpenters, plumbers, steam 
fitters, plate printers, pressmen, plate printers’ assistants, clerical, or other such 
workers. No doubt additional recommendations by the committee will show 
specifically where overstaffing does exist in the Bureau. Assurances are given 
that when this specific information is developed, attempts will be made by 
the Bureau to apply remedial measures. 
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BUREAU OF THE MINT 


Page 71 of the report under the section entitled ‘‘Procurement” contains the 
following statement, which is the only specific criticism of the Bureau of the Mint: 

“Forty percent of the 44,261 purchase orders issued were for amounts totaling 
less than $20. On this portion of the orders, the overhead costs amount to 35 
percent of the money expended. The cost per order in the Bureau of the Mint 
was almost $14. The average cost for the entire Department was $7.06.” 

We have checked into the facts on the $14 cost per purchase order in the Bureau 
of the Mint and have determined that the employee who prepared the “pur- 
chasing’ form for the Williams subcommittee did not indicate thereon that the 
purchasing officer for the Bureau of the Mint performs duties in addition to those 
shown on the form, i. e., issuance of 371 purchase orders. The committee’s 
figure of $14 was derived by dividing the purchasing officer’s annual salary, 
$5,188.49, by the number of purchase orders issued in the Washington office—37] 
However, the fact is that this employee supervises the purchasing for the entire 
mint service, by reviewing and passing upon purchase requests from the mints at 
Philadelphia, San Francisco, and Denver and the assay offices at New York and 
Seattle. Because of the special nature of its operations the mint service is 
excepted from the usual requirement that the General Services Administration 
make most of its purchases and, consequently, the mint writes its own specifica- 
tions and makes its own arrangements for the purchase of necessary specialized 
equipment and supplies. During the fiscal year 1950 the mint service purchased 
more than $509.000 in specialized equipment and supplies, varying from such 
items as specially designed crucibles for electric molting furnaces, to complex 
annealing and cleaning equipment capable of daily handling many tons of coin 
planchets. This same employee is also responsible for issuing general purchasing 
instructions to the field offices and for coordinating the purchasing activities of 
the mint service with the policies prescribed by the General Services Adminis- 
tration. In addition to the supervision of the mint’s purchasing this employee 
is called upon to perform other duties relating to the administration of the mint 
service, varying from making arrangements for disposal of surplus mint property 
to serving on annual settlement committees at the mints and assay offices. Thus, 
we feel that an erroneous picture was presented by forwarding a form to the 
subcommittee which showed the issuance of 371 purchase orders against a total 
annual salary cost of $5,188.49 without qualifying these facts by means of a 
footnote or other explanation along the lines presented above. As a practical 
matter, it is obvious that the Director’s office in Washington with 50 employees 
would not require the employment of a GS-9 purchasing officer to obtain its 
office supplies. 

While the foregoing represents the only specific criticism of the mint in the 
report, there are other general items contained therein which might be construed 
as indirectly affecting this Bureau. Comments relating to these items are ine!uded 
in the following paragraphs. 

There appears to be some confusion about the maintenance of “apportionment” 
accounts as referred to on page 81. We believe that the Bureau to which an 
appropriation is made is the only point at which “apportionment” accounts are 
maintained, although the report mentions that they are maintained in the Bureau 
of the Budget, the Office of the Treasurer, the Division of Bookkeeping and 
Warrants and the ‘‘agency.’’ The report also shows some confusion as to how the 
“allotment” accounts operate; at least insofar as their comments might be con- 
sidered as applying to this Bureau. The committee states that “a central set 
of these accounts is kept on the basis of expenditure by objects. Operating units 
and field stations maintain similar accounts.”’ This is not factual insofar as our 
Bureau is concerned; there is no duplication in allotment accounting. Our 
field offices maintain their own allotment accounts and render month-end reports 
to us which can be taken from their allotment ledger in a matter of minutes 
The footnote on page 81, referring to allotment accounts, states that ‘‘ Each one 
of these major classifications has innumerable secondary break-downs.”’ This 
is not true in the Bureau of the Mint; we have only 10 break-downs in our allot- 
ment accounts, which is the absolute minimum in consideration of budget data 
for Congress. 

On page 63, it is stated under “2” that: ‘There appears to be an intentional 
effort in the Department to disguise certain operations under ambiguous no- 
menclature.” 

The Bureau of the Mint uses standard nomenclature in identifying the verious 
organizational levels. It follows the practice of identifying the organization by 
the name of the office or institution and within each office or institution by divi- 
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sions, sections, and units. This practice was adopted in the mint years ago. 
The names given to the working groups readily identify their functions, such as 
Melting and Refining Division and Coining Division, ete. Also, no attempt is 
made to conceal the duties of the employees by misleading titles. 

The report, on page 65, contains the following statement: 

“Staffing ratios in the personnel offices of constituent bureaus fluctuate from 
1 to 44 in the Office of the General Counsel to 1 to 172 in the Bureau of Engraving 
and Printing. It is concluded that only laxity of the part of responsible officials 
yermits these conditions to continue.” 

The Bureau of the Mint is shown in that tabulation with a ratio of 1 personnel 
employee to 59 workers. The committee apparently fails to recognize compensat- 
ing factors which contribute to the variance in the ratio of personnel employees 
to the number of employees served; which, however, have been recognized by the 
Bureau of the Budget in the annual budget hearings. Problems such as turn- 
over, geographical dispersion of offices, unusual personnel activities such as wage 
poard administration, and bonding of employees all have a direct bearing upon the 
number of personnel employees who are necessary in a particular bureau. 

At the top of page 70 in the section ‘‘Relationships” the: following sentence is 
included: 

“The only limitation exercised over service functions and program operations 
takes the form of the question—‘Do we have the money?’ If so, the expenditure 
proceeds,” 5 

The above statement is not true in regard to management of the Bureau of the 
Mint. For example, at the beginning of the fiscal year 1950, the mint voluntarily 
curtailed its coinage program and formally reported to the Bureau of the Budget 
that it would turn back $1,181,500 of funds which had already been appropriated 
for operations during that year. 

In other years, as the result of a desire to do the most efficient job at the lowest 
possible cost, the mint has returned substantial amounts of appropriated funds 
to the Treasury on a voluntary basis, and has furloughed large numbers of em 
ployees for the same reason. 

Amounts which have been returned to the Treasury in the form of unused ap- 
propriations include $63,000 at the end of the fiscal year 1949, $2,000,000 at the 
end of the fiscal year 1948, and $1,500,000 at the end of the fiscal year 1947. In 
these several years, if the only consideration had been ‘‘Do we have the money?”, 
mint managers conceivably could have found a way to spend a part or all of these 
funds 

A few years ago the mint had approximately 4,000 employees; today the mint 
has less than 1,000 employees, a reduction of more than 75 percent. These em- 
ployees were dropped not only because of a decreased workload, but also because of 
more efficient operations. 

Under the heading ‘‘Accounting Improvements,” page 70, it is stated that: 

“Cost accounts are rarely maintained, If so, they are incomplete, unrealistic, 
or not on an accrual basis.” 

The Bureau of the Mint does maintain comprehensive cost accounts on the 
accrual basis. They are sufficiently complete and realistic as to produce unit 
costs of coinage (the major mint function) by denominations, seven manufacturing 
stages, cost elements (direct labor, overhead, etc.), and by individual mint plants. 
Furthermore, costs are controlled by the general accounts as maintained on the 
individual office level. Therefore, the above quoted statement, insofar as this 
Bureau is concerned would appear to be inaccurate. 


’ 
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Senator SatronstTautu. Mr. Chairman, may I ask one question? 

Senator KiirGore. Certainly. 

Senator SALTONSTALL. This question was suggested to me by an 
assistant to the minority who was here, and he tells me that it wag 
not asked. With relation to your manpower, as I understand jj. 
if the House cut stands you will be 319 people below your authorized 
strength and if the House committee amount stands you will be 202— 
you will be 109 below your authorized strength, and you would be 
back to 202, which was put on in the supplemental in 1951. But if 
the House position stands you will be 117 positions below your present 
position. May I ask this question: What is your present actual 
position as to present strength? 


PERSONNEL STRENGTH MARCH 31 


Mr. Srrusinesr. As of March 31 we had 7,938 employees on the 
payroll. 

Senator SALTONSTALL. Using the figures of the House how does that 
work out? Does that give you the 202 new men? 

Mr. SrruBINGER. No, sir; it did not because we have not recruited 
all of the 202 positions authorized in the supplemental bill. 

Senator SALTONSTALL. How many does it mean that you have 
recruited of that 202? 

Mr. Srrusineer. Actually as of March 31 there were only 13) of 
that 202 that were put on the payroll. However, prac tically all the 
other positions are in process of being filled right now. The pros»> 
tive employees have been interviewed, pavers are being Sagar 
through civil service, and at the end of April we think that all of tho 
202 will be on the payroll unless we issue a stop order. 


EFFECT OF HOUSE REDUCTIONS 


Senator SaLTonsTALL. What this would mean is that after July | 
you would have to drop 117 from those 202? 

Mr. Srrupincer. No, sir; we have to drop 319. 

Senator SALTONSTALL. You would have to drop 319? 

Mr. Srrupineer. Yes. 

Senator SALTONSTALL. You would have to drop the whole 202 plus 
117 more? 

Mr. Srrupincer. That is correct. 

Senator Haypen. Based on the final action taken by the House’ 

Mr. SrrusinGer. Yes, sir. 

Senator SALTONSTALL. But if this committee took the action of the 
House committee you would still be able to maintain the 202, but 
would not be able to put on the additional 109? 

Mr. Srruspincer. No, sir. 

Senator SALTONSTALL. I would like to ask a question in this form: 
How much money would it take to be restored to permit you to keep 
the 202 that you will put on without the addition of 109 new ones? 

Senator Kizcore. You would also include in the question: and still 
take care of the automatic increases? 

Senator SALTonsTALL. And still take care of the automatic increases 
required by statute. 

Senator Kircorr. And also the fact that there is one extra day. 





S into 
we t 


on a 
Jam 
have 
Ame 


B up 
has 


Tl 
this 
behit 
up o 
The 
liqui 
Whi 
shap 
ber 1 
mon! 


M: 
prob 
Se 
the | 










251 


Senator SaLTonsTALL. That is correct, the extra day in fiscal year 
1952. 

Mr. StruBINGER. I am going to have to take just a minute, if you 
will excuse me, to figure that out. We have to have $37,951,000 to 
carry the 202 positions, additional positions, through 1952. 

Senator SaALTONSTALL. That would mean a restoration then of 
$1,126,000 of the $1,475,000 cut? 

Mr. Srrupineer. That is correct, sir. Yes, sir. 

Senator SALTONSTALL. That would enable you to maintain the 
present estimated strength on June 30 of this year? 

Mr. SrRUBINGER. Yes, sir. 

Senator SatTonstTaLtt. Which would be the full 202 increase 
authorized? 

Mr. StruBinGeR. That is correct, sir. 

Senator SALTONSTALL. But not the 109 that would be permitted 
you by the estimate of the Budget for the following year? 

" Mr. Srruspincer. That is correct, sir. 

Senator SALTONSTALL. Thank you. 

} Senator Kircore. Do you think on that basis you would get by 
in the next fiscal year? 

» Mr. Srrupincer. The only thing I can say there is that our volume 
> of business is still going up. 

» Senator Kircore. Keeping in mind of course the ordinary run of 
® lapses, vacancies, and things of that kind. 
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INCREASE IN VOLUME OF BUSINESS 





Mr. Svrusincer. Of course our estimate for 1952 does take that 
into consideration. In other words, when we asked for 109 additional 
' we took that into consideration. We based our estimate of increase 
' on a trend of increased business actually in this fiscal year. Since 
> January the volume of business has increased. As an example I 
shave here a booklet entitled ‘Topics,’ which is published by the 
American Tariff League, and they state that January imports are 
; up over December and also up over January of last year so there 
) has not been a leveling off as yet. 
» The thing that has made it so difficult for us is that there has been . 
this steady increase, and we have never caught up with it. We are 
behind in processing papers, and we do not see how we can ever catch 
-up on our back paper work unless we do get some additional personnel. 
|The particular thing that bothers us more than anything else is the 
S liquidation of entries which gives to the importer his landed costs. 
» While we are releasing merchandise at the present time in fairly good 
shape, | mean, there are not the long delays that there were in Decem- 
ber when the Christmas rush was on. We are in some ports 8 and 9 
»months behind on liquidations. 





















WORKLOAD IN NEW YORK 






Senator Kingorge. How about New York? 
' Mr. Srrupincer. New York is probably the worst off, they are 
pprobably a year behind right now. 

Senator Haypren. That is to say, the importer bringing goods into 
tthe United States, you just make a good guess as to what you think 
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he ought to pay? You let him take it and subsequently you go 
through the papers and find out that maybe it ought to be more or 
maybe he ought to pay less. If he should pay less there is the business 
of a refund which would have been avoided if properly taken care of 
in the first place? 

Mr. Srrusincer. In most instances that is true. 

Senator Haypen. In the second place if he does not pay enough 
and you let it drag out long enough, he has released the goods on that 
assumption and then you make a claim against him a year or so later 
which again embarrasses him, and which would not have been the 
case if you had had an adequate force? 

Mr. Srrupincer. That is the case, and it is embarrassing in some 
lines where they have to have quick turn-overs. The Government 
is running no risk of losing this money, and I will have to admit thai 
because the duty on the merchandise is protected by a bond that is 
given. That is one of the reasons that we can get by with this, but 
it is not fair to the importer. 


WEIGHT PROCEDURE 


Senator Haypen. On the other hand, in fairness to the Govern- 
ment, what do you do, use the invoice weights? 

Mr. Srrupincer. We take the imvoice weights which actuall) 
represent a loss in revenue in most instances. . 

Senator Haypen. That is to say, it is customary among importers 
to put down less than the accurate weights? 

Mr. Srrupincer. I do not think they are deliberately falsifying 
the invoice. I think it is customary in certain trades to have a toler- 
ance which is always under, in other words, a selling point with respect 
to selling in certain lines that are actually invoiced below the weigh 
that we find on weighing. Our weights are much more carefully 

taken than the weights that you will find on invoices. In many 
instances the weights are estimated, and when those goods are shipped 
those weights will be used for shipping. Actually the invoice weiyhis 
are usually much lower than the Customs weights. 

Senator HaypEen. But if you do not have the force you have to take 
those? 

Mr. Srrusincer. We had to do that. As a matter of fact, in 
Boston last year we did that on wool. Wool is a tremendous producer 
of revenue, and I think from the middle of April until June 30 we could 
not weigh any wool because we did not have sufficient funds to weigh it 

Senator Haypen. | understand that wool absorbs weight in transit’ 

Mr. SrrusBinGer. Yes. 

Senator Haypen. I know that is the complaint of my wool growers 
They sell so many pounds of wool to a buyer in Boston, and he pays 
them what the wool weighs in Arizona, but by the time that wool gets 
to Boston and is weighed out and sold and manufactured it ‘has 
absorbed in its journey, especially in going by sea, a considerable 
amount of moisture which as far as the customs duties are concerned 
they would have to pay for. It is the pounds of wool weighed 10 
Boston, is that it? 
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Mr. Srrupincrer. They pay on clean contents, sir. 

Senator Haypen. Whichever way it is, the weight comes into it, 
does it not? 

Mr. Srrusincer. Yes; but what they do is that they will take a 
sample of wool and process it through the laboratory and they come 
up with what they call clean content, all grease, moisture and so 
forth removed from it. So actually they are not paying a duty on 
moisture. 

Senator Haypen. I want to know about that. My wool growers 
feel that they are discriminated against. 

Mr. SrruBNGER. The buyer in Boston, if he had to pay on the 
landed weights, would pay more than he is getting because he was 
paying for the moisture and so forth. But on customs duties the 
duties are assessed on the clean-wool content. 

PRESENT 


BACKLOG IN VARIOUS 





PORTS 


Peverting to the subject of our liquidation backlog, I might say 
that I have a little record here indicating that in Boston there is a 
65,000 backlog, New York 318,000, Philadelphia 35,000, Baltimore 
41,000, New Orleans 28,000, San Francisco 82,000, and Chicago 
35,000. 

Senator Kitgorre. Now if you should get the increased personnel 
you are asking for, will that catch you up on this backlog that you 
have? 

Mr. SrruspinGer. We think that if we get this personnel we will 
keep from falling behind certainly. In other words, we will not clean 


up this backlog in 3 or 4 months, but instead of falling behind we 


B should gain. 


Senator Kingorre. I am going to ask you a somewhat peculiar 


© question. Would you furnish the record of the amount of duties 
© collected as compared to the cost of operating the Bureau? 


COST OF COLLECTION 


Mr. Srrupineer. You mean the cost of collecting a dollar or col- 


Senator Krncore. No; the total amount of duties collected by the 


= Bureau, and the total cost of operating the Bureau under the pro- 
5 posed budget for 1952, the cost as of 1951, as of the current fiscal year, 


and the total amount of revenue collected as of this year. 

Mr. Srrusrncer. Well, of course, if I gave it to you for 1952, I 
would be making a guess on collections. 

Senator Kiteore. I am talking about the current fiscal year. 

Mr. Srrupineer. I can give it to you. The cost of collecting $100 


has been reduced in the last 3 years despite a general raise in salaries 


of almost 20 percent and only 2 percent of this increase is due to 


administrative action; the rest of it is salary increase, which was due 
so legislative action. The cost of collecting $100 for the fiscal year 





© 1949 was $6.79; for 1950 it was $6.37; for 1951 it should not exceed 
0.10 


A comparative table on collections follows: 
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C Comporetiog table of customs receipis for os fiscal years 1947 through 1951 





‘| 























1947 1948 1949 o | 
July_.__- i gna es 8 agen phason ___.| $44,088, 596 | $37, 250,247 | $30, 546, 771 1% $24, 751, 56 s | $39, 008, 273 
DO . Zoos: ELE LE ES | 39,995,087 | 31,092, 296 33, 571, 201 | 31, 686, 832 2} 52, 238, 491 
a 42,416,947 | 34,134,263 | 35,314,976 | 32,694,884 | 46, &x7, 44 M 
October... a ...-----.| 44, 984, 334 41, 603, 155 36, 302,672 | 35, 272, 858 57, 283, ¢ 
PE iin até cs ce dceadnaed 44, 746, 490 32, 262, 793 32, 729, 851 | 7 918, 224 54, 17 53 53 
PII ot nan toaxsutencevcckta~gaued 43, 352, 412 | 34, 517,971 | 38,072,803 | 35,020,508 | 53, 718 39 
January... cists diel acaica cs Sete 46,992,868 | 37,497,981 | 30, 219, 144 36. 658, 005 | 57. 041, 5% 
ON ES eet 35, 700,413 | 33, 695, 395 29, 090, 585 34, 643,834 | 49, 333, om 
March. Pedcsdtooucdestcenssaguene 38, 854, 011 40, 967, 115 | 33, 7m, 419 | 42,695,872 | 59, 003.1 00 
Ns ME ccc tncaitnd atdene 381, 131, 158 "323, 021, 216 299, 572, 422 | 310, 342, 585 | 468, 64 959 
Se | ——-— — — = 
Percent increase or decrease over pre | | 
vious year. _- ce eeenenaenesweeaee--| +21.6 —15.3 7.3 | +3.6 +510 
Total fiscal year- |$494, 078, 260 ($421, 723, 028 | $384, 484, 796 |8422, 650, 329 | ao 
Percent increase or decrease over pre- 
WEEE PN iionchwcwusticeedatssueue +13.5 —14.6 —8.8 | | bt ee 
' 








Senator Kircorr. Now of course it is very hard to project the cost 
in the future of the amount to be collected in 1952, but this budget 
approved by the Budget Bureau would show the total cost of operation 
for the Bureau for that year? 

Mr. SrruBINGER. Yes, sir. 

Senator Kirgore. You think it would approximate about the same 
percentage, do you? 

Mr. Srrusincer. I do not see any reason why it should go higher 
unless there is a general salary increase. 

Senator Kirtegore. Of course, that is not something over which you 
would have any control and certain parts of your budget are not 
controlled by you? 

Senator SALToNsTALL. Controlled by the amount of business? 

Senator Kingorre. And also by the question of salary raises and 
things of that kind which are automatic? 


TOTAL COLLECTIONS 


Mr. Srrupincer. That is correct. I might say this, that the re 
lationship between the cost of operating and the collections is going 
to determine the dollar factor. If we refer to our collection statistics 
for the last 2 or 3 years it looks like collections are going to go up 
and I think they will continue to go up. For example, for 1949 the 
collections were $384,000,000, in 1950 they were $422,000,000. For 
the first 9 months of this year they will be $468,000,000. We believe 
that collections this year will exceed $600,000,000. That increase is 
going to be about 56 percent over 1949. 

Senator Kiitcore. And incidentally in that increase we are creat- 
ing a certain amount of dollar exchange in the world which we have 
been seeking to do for some time, at the same time getting our pro- 
portionate amount in taxes. I have a letter here from the National 
Customs Service Association dealing with the port of New York and 
various others on the question of the Washington load. If you have 
no objection I will insert it in the record at this point. 

Mr. Srruprincer. Certainly. 

(The information is as follows:) 
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NatTionaL Customs Service Association, 
Chevy Chase 15, Md., April 6, 1951. 
Hon. Hartey M. Kiveore, 
United States Senate, Washington, D. C. 


Dear Senator: We are deeply concerned about the budget for the Bureau of 
Customs. As you know, the House has approved a cut of $675,000 in the funds 
for this agency, despite the fact that the House Appropriations Committee had 
already slashed the budget estimates by $800,000. 

Because of the increasing flood of imports into the United States the field staff 
of the Customs Bureau is swamped to the point where it takes two to three times 
jonger for shipments to be cleared. The current congestion reflects the failure of 
the Government to provide the customs service with a sufficiently adequate staff 
to handle the sizable increase in imports. 

The customs service is doing a masterful job with its undermanned staff but 
the fact remains that employees are working far beyond their capacities. 

Articles about the congestion at customs ports have appeared in the New York 
Forwarder and the Chicago Journal of Commerce and other trade papers. It is 
a source of concern for all who deal with customs. The Chicago Journal urged 
the Government to survey the extent of congestion at customs collection. centers 
and the resulting harmful effect the delays are having on imports. 


WORKLOAD AT SELECTED PORTS 


Here are some facts concerning the workload at several selected ports: 

Port of New York.—The entire staff working directly on clearance of goods is 
estimated to be 10 percent lower than last year. Evidence of the growth inim- 
port volume is shown by the fact that customs entries number between 1,600 to 
2,000 a day at present compared with 800 to 900 last year. Included in the entry 
procedure is the presentation of documents covering import shipments. The 
customs workload has been further increased by the larger size of the individual 
shipment and the consequent inclusion of more goods on each invoice. The total 
receipts at this port for this year, up to February 19, were $208,503,487. Re- 
ceipts for the same period last year were $132,813,852, an incerase of $75,589,634, 
or an average daily increase of $478,415. An increase in receipts resulted despite 
the fact that lower rates of duty prevailed in 1951 under the trade agreements. 

In January 1946 there were 12,000 entries at this port, while in January 1951, 
there were 29,050. The need for additional personnel at New York is acute. 

There is a great need for additional port patrol officers at New York. It may 
be correctly stated that at one time 843 port patrol officers were on duty in the 
New York area. Today there are only 440 men so employed. They have only 
three mobile cars which cover a distance of 40 miles from Hoboken to Perth 
Amboy. In these times the port patrol is just as important as our merchant 
fleet. It stands guard against sabotage and against the operations of espionage 
rings. Standing at the many doors of entry into our country, the port patrol 
seizes large shipments of narcotics that are intended to supply thousands of 
individual peddlers. 

Michigan ports.—The following table illustrates the increase in collections at 
Michigan ports: 


Shipments Collections | Employees 
60, 753 $7, 697, 585. 36 251 
68, 623 5, 859, 043. 14 
96, 107 22, 404, 875. 79 
147, 433 32, 664, 966. 26 


It will be noted that since 1937 collections increased 191 percent up to 1945 
and 324 percent up to 1950. Shipments increased 140 percent. Vehicles and 
exports increased 50 percent, while passengers increased 38 percent. To handle 
all this increased trade there were but two additional employees. 

Port of New Orleans.—From 1928 to 1950 the number of vessels and aircraft 
Vehicles arriving at the port increased 129.2 percent. Passengers entering via 
ship and aircraft increased 290.1 percent. All entries, including free and dutiable, 
increased 112.1 percent. Export declarations increased 135.8 percent. Collec- 
tions increased from $13,141,285.31 to $15,332,774.58, or an increase of 16.67 per- 
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cent. Despite this increase in the volume of business, the number of emp|oy ees 
decreased from 256 in 1945 to 227 in 1950. 

Mexican border and Gulf ports—Almost all of these ports are undermanned 4), 
like many others, have grown in size far beyond the capacity of the employers ;, 
do a good job. At one Texas port in 1947 there were 34 inspectors on duty 
Today business has increased 50 percent and they have 10 less men. The export 
control is handled by customs inspectors who also act as boarding officers. ‘Ter. 
are no port patrol officers and no searching squads. While a vessel is unloading 
alcohol, five men from the Alcohol Tax Unit are employed while customs assiy)s 
only one man. Conditions at these ports could be remedied with additivna| 
personnel. 

The same or similar conditions prevail at all other ports. 

Cost cutting is all to the good when it is not accomplished at the expense of the 
scope and effectiveness of necessary activities. This is of particular import: 
in enforcement work where a negative record is frequently a badge of success 

Undoubtedly, there are abuses in the employment practices of some Fecera 
departments, but it is most unfair to make all agencies suffer for the sins of a fey 

The House Appropriations Committee allowed the full year cost of 207 new 
positions which were originally included in the Second Supplemental Appropria- 
tions Act of 1951 for the Bureau of Customs for part of the year. In doing so, the 
committee criticized the Bureau because none of the 207 positions had been filled 
“although over a month had elapsed since these positions were authorized.” |i 
is fair to state that the supplemental appropriation bill provided funds for paying 
these 207 employees only until July 1, 1951, and the Bureau had difficulty i: 
recruiting pe:sonnel on this temporary basis. The Bureau had no authority to 
assure these prospective employees that funds for their continued employment 
would be made available. 

It is hoped that your subcommittee will review the needs of the customs servic: 
and restore the funds which were cut from the budget estimates in committee and 
from the appropriation in the House. 

We will be glad to furnish any additional information your committee may 
require. 

Very sincerely yours, 


} 

j 

4 
) 


ALFRED F. BBITER, 
National President 
Senator Kircore. I have here a report statistically covering 1948, 
1949, and 1950. If you have no objection we will put it in the record 
at this time? 
Mr. Srruspincer. Yes; I was going to suggest that. 
(The information is as follows:) 


Savings under management improvement program 


Fiscal year | Fiscal year | Fiscal year | 


1948 1949 1950 cote 
(actual) (actual) (actual) yoo 
decisisnliaaslapaapsincanai ype - ee 
1. MeKinsey & Co. recommendations | 
(a) By specific legislative changes - - - a. | 
(b) By specific administrative changes | $433,100 | $391,000 | $824, 10K 
(c) By work measurement and work simplifica- 
tion program, and organizational changes 113, 100 | 96, 000 209, 104 
Total, McKinsey & Co__..-.-..---------| 546, 200 | 487, 000. 1, 033, 20 


2. Other management savings: | 
(a) By specific legislative changes - -- ee Me nah dhes ox 5 | 

(b) By specific administrative changes $472, 500 | 102, 400 | 48, 600 6123, 0X 
(c) By work measuren ent and work simplifie a- | | 
tion program, and organizational changes - -| a | 


Tete), obits sce es alinadcsaias eal 472, 500 102, 400 | 48, 600 | 623, 5X 
3. Grand total | 
(a) By specific legislative changes - - - -.--- | 


(b) By specific administrative changes____. | 472,500 | 535,500 | 439,600 | 1, 447, 00 

(c) By work measurement and work simplifica- } | 
tion program, and organizational changes - - 113, 100 | 96, 000 mv, 1 
Total, McKinsey and other... _--- 472, 500 648, 600 | 535, 600 1, 656, 700 
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EFFECT OF CUSTOMS SIMPLIFICATION ACT OF 1951 





Senator Kireore. What would be the effect of the enactment of 
H. R. 1535, the so-called Customs Simplification Act of 1951? What 
savings would be involved? 

~ Mr. Srrusineer. You directed your question right to the point. 
| was going to give an explanation of the various items in the bill. 
We think that, over a 3-year period, we will save about $460,000. We 
think it will save about $50,000 within 1 year after enactment, $100,000 
in the second year, and about $310,000 the third year. 

Senator Krirgore. How much in the years after that? 

\ir. Srrupincer. It would be cumulative. In other’ words, 
¢460,000 should be an annual savings. In other words, each one of 
these amounts is an addition, not the same amount restated. 

Senator Kingore. Are there any questions? 
Senator SALTONSTALL. I have no questions, 
Senator Krugore. Is there anything else, gentlemen? 


DISCUSSION ON LIMITATION OF WASHINGTON PERSONNEL 


























Senator SALronsTALL. I believe, Mr. Chairman, and I say this in 
the interests of a full record, I recall that the House limited the number 
of people you could have in Washington? 

: Mr. Srrusinger. Yes, sir; | was going to bring that subject up next. 

f Senator SALTONSTALL. You are in favor of that or against it? 

\ir. SrRUBINGER. We are very much against it, sir. 

Senator SALTONSTALL. $70,000 in the Washington district? 

Mr. Srrupincer. The limitation would be reduced by $111,500. 

Senator SALTONSTALL. Which is $70,000 less than the amount 
appropriated in 1951? 

Mr. Srrupincer. That is correct. 

Senator SALTONSTALL. You want that $70,000 restored? 

Mr. Srrusincer. We would like to have the $111,500 restored. I 
would like to point out that the Bureau in Washingron here, which 
for 1952 would have 230 employees, would represent only 3 percent 
of our total staff. Second, I think inquiry will disclose that customs 
is one of the most highly decentralized agencies in the Government. 
We have a huge field organization. We have 44 collection districts, 
31 appraisers’ offices, 12 Customs agency districts, 7 controller 
districts, 9 laboratories, and 1 information exchange, making a total 
of 104 field offices to administer. In addition, the Washington office 
administers the customs affairs of Puerto Rico and the Virgin Islands. 
As a matter of facet, we have offices in over 450 cities, towns and 

» villages in the continental United States, Alaska, Hawaii, Puerto 
Rico, Virgin Islands, Canada, Mexico, Cuba, and England. 

The purpose and function of the Washington office is to coordinate 
and direct field activities. To achieve this purpose, it is organiza- 
tionally divided into 10 divisions. Each of these organizational units 
has a distinet and important function. Generally speaking, you may 
say they perform functions in four special fields: technical, fiscal, per- 

» sonnel, and management. If the committee wishes, we will be glad 

; to orally go into the details of the functions and responsibilities of 


these divisions. We think that all of them are necessary and impor- 
tant 
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Senator Kingore. Would you care to have that gone into, Senator 
Saltonstall? 


EFFECT OF HOUSE CUT ON DISTRICT OF COLUMBIA PERSONNEL 


Senator SALTONSTALL. What it amounts to, reading your state- 
ment, is that if the House position stands you lose the 5 additional 
positions requested and will have to take a further reduction of 18 
positions from your present staff? ; 

Mr. Strusincer. That is about correct, sir. 

Senator SALTONSTALL. Or you would lose the present 18 and you 
would lose the 5 that you request? , 

Mr. Srrusincer. That is correct, sir. I would like to point out 
certain things in that connection. 

Senator SALTONSTALL. It would cost $86,930 to restore your present 
staff in Washington or to maintain your present staff in Washington? 

Mr. Srrusincer. | believe that is substantially correct, sir. 

Senator SALTONSTALL. What does the Washington staff do just in 
two sentences? 

Senator Kitcore. He offered to delineate what the Washington 
staff did in detail. I think it might be a good idea to put that in the 
record. 

Senator SatronstaLu. I would be glad to have that done because 
the hour is getting late. 

Senator Kincore. Can you put that into the record at this point, 
the detail? 

FUNCTION OF WASHINGTON OFFICE 


Mr. SrruBinGeEr. I was prepared to speak on it and do not have it 
written out. I would like to give you an example of the coordination 
that is so necessary in Customs work. As a matter of fact, Congress 
has directed that differences as to true construction and meaning of 
customs law shall be settled in the headquarters, and the reason for 
that is to insure uniformity in assessment and collection of duties. 
In other words, we cannot have an office in New York assessing one 
rate of duty on an item and another office in San Francisco assessing 
another rate of duty on the same item. The Bureau makes decisions 
on questions presented by the Customs field service or the public 
involving the assessment of duties on and the valuation of imported 
merchandise. The Bureau interprets and administers the enforcement 
and marine laws, the foreign trade zone law, and other customs laws. 
It drafts reports to the appropriate committees of Congress on customs 
legislation. It has a direct responsibility for preserving, through 

_correspondence and interview, sound public relations with the import- 
ing public, domestic manufacturers, trade organizations, and _repre- 
sentatives of foreign governments. 

In addition, I cannot overemphasize the importance of the technical 
assistance which the Bureau gives to other Government agencies, 
congressional staffs, and various interdepartmental committees whose 
activities relate to imports and exports and emergency defense 
activities. 

I would like now to refer to the Washington staff as it relates to 
management. The Washington staff plays a most important role in 
making improvements in methods, procedures, and regulations which 
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have Nation-wide impact on Customs operations. As an example, 
this study that McKinsey & Co. made, had it not been for an ade- 
quate staff in W. ashington here, we could not even have gotten star ted 
on it. As a matter of fact, with the staff we had in Washington we 
had to get help to do the job. But the continuing role of manage- 
ment requires an adequate staff to continually supervise and examine 
the methods and procedures in the field offices. The improvements 
that we have made have not come about by accident. It has been 
necessary, and will continue to be necessary, to aggressively explore 
every opportunity for increased efficiency throughout the entire 
Customs organization. Leadership, stimulation, guidance, and, 
above all, staff time, to work out necessary improvements must be 
supplied from the headquar ters office. 

Even now we have several important management improvement 
items which have had to be deferred for study at a later date, because 
staff time is not sufficient to permit their concurrent study with the 
carrying on of day-to-day operations. 

Senator SALTONSTALL. Your position is then that administratively 
and also to give good service here in Washington you must have at 
least what your present staff is, and you would like to get new addi- 
tions? 

Mr. StrusinGer. That is correct, sir. 

Senator SALTONSTALL. How many new people were put on last year 
by the supplemental in your W ashington staff? 

Mr. Srrupincer. None. 

Senator SALTONSTALL. Have you anything further to say or to put 
into the record? 

Mr. SrrusinGer. I do not believe so, sir. I think we have covered 
everything. 

Senator SavronstaLu. Mr. Merrick calls to my attention that you 
are working today on a 40-hour-week basis? 

Mr. STRUBINGER. Yes, sir. 









EFFECT OF 





EXTENSION OF WORKWEEK TO 44 HOURS 





Senator SALTONSTALL. If there was a change in the Government 
service to 44 hours a week have you figured out how that would 
affect you? 

Mr. Srrusineer. I have not figured it out in dollars and cents. I 
can say this, that in our inspection services in the field where we 
have to have a certain amount of coverage day in and day out and 
around the clock that it would result in reduci ing personnel. However, 
if the overtime rates were preseryed it w ould result in an increased 
cost. 

Senator SALTONSTALL. Could you figure out, make that calculation, 
and give it to us for the record? 

Mr. Srru BINGER. I see here that we have such a statement which 
we prepared for the House Committee on Appropriations. 

Senator SALTONSTALL, Is it in the House record? 

Mr. Srrupincer. I do not believe that it is in the House record; 

Senator SALTONSTALL. Will you put that in the record here? 

Mr. Srrupincer. Certainly. 
(The information is as follows:) 
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The estimated annual cost of placing the entire March 31, 1951, Customs Sta 
Washington and field, on a 44-hour week would be about $3,120,000. 
_ There follows the material inserted in the House committee hearings 01 tho 
Second Supplemental Appropriation Act, 1951, concerning the effect of increasing 
the work week of certain Customs employees from 40 to 48 hours, which was 
referred to in the above testimony: 

The Committee requested that the Bureau of Customs examine the possi!)ility 
of increasing the workweek of certain employees from 40 to 48 hours in order 
that the additional man-hours of employment requested in our supplementa| 
estimate for the fiscal year 1951 might be made available without increasing 
the number of persons on the payrolls. We have carefully considered th 
suggestion. 

It appears that the principal advantages that would accrue from this plan 
are: (1) Not tapping the national manpower pool which will probably con: 
to decline; and (2) gain the advantage of having experienced employees supply 
the additional man-hours rather than new inexperienced employees. 

As against these advantages there appears to be a heavy weight of disadvan- 
tages which, in our opinion, makes the proposal impracticable at this time. These 
disadvantages fall into two categories: (1) Increased cost, and (2) the infeasi- 
bility of working some employees 48 hours and the remainder 40 hours per week 

The following table compares the direct cost of providing the necessary man- 
hours of employment at overtime rather than at straight-time rates. 














i 
| A vores | Over- | 
Salary of | time | Cost at ( 
Title | Grade ane soni group at | rate |overtime| new 
eared : July 1, | per | rates | posit 
1950 | hour 
seitiecibilly 3 achinicieantiantet  hiedchadehi Sbiei et ee ae Ie Ee eats ides 
Entry officers | GS-8 7.1-) 14,768 | $5,261 | $1.73 25,548 | = $20, 50 
Liquidators a : GS-8 12.7 26, 416 | 5,114 1.75 | 46,228 | 5 
Inspectors | GS-6 23.5 | 48, 880 | 4,349 1.90 | 92,872 | 80, 57 
Examiners ‘ | GS-9 3.3) 6,864) 5,635 1.66} 11,394) 15 
Examining aids. | GS-7 6.4] 13,312] 4,2 i. 25,559 | 24, 48/ 
Verifiers - ....| GS-3 9.7 20, 176 3 2, 42, 571 | 7 
Clerks Pt fa 5 GS4._.| 98] 20,384 3 2. 41,991 | 2&8 
Laborers : ae. CPC-3.| 35.6 74, O48 rE 139, 210 | 79, 72 
Field auditors_._____- Sarateskl | GS-9___] 1.3 | 2,704 | 1. 4, 678 | 5, ON) 
ee ae Re ee GS-11__| 1.3 | 2,704 | 1. 516 | 7,02 
WG so Ste ccnccieh ks obaaeein Li decd | 110.7 230, 256 | : -| 434, 567 550, 000 
Excess cost at overtime rate above new-posi- | | | | | ot 
tion cost. ee ee : a I i il a Dba ea ak 84, 567 
Cost at overtime rate as percentage of new- | | | 
siti : | | 124. 2 | 100.0 
POSITION COSE .. ... nn nwe acne coccesntecosscomeses [oerna<ee]nceenenen [nwanennnn-|-o-=- 20s “4.2 | 





As is indicated above, a straight conversion of the man-hours requested from 
straight time to overtime, will increase the cost of furnishing these man-hours 
from $350,000 to nearly $435,000, an increase of about 25 percent. 

Even if all of the above requested employees were at one location where there 
was adequate personnel to provide the necessary man-hours of Saturday work, 
the following factors, with respect to each type of employee, would make any 
plan which contemplates placing some employees on a 48-hour week while leaving 
the rest on a 40-hour week, impracticable. 

1. Entry officers.— As the filing of an entry is just one step in the processing 
of imported merchandise, the working of entry officers on Saturday would not 
be feasible unless the entire customhouse was kept pee Working on Saturday 
would relieve some of the present especially heavy Monday rush, but would not 
help out at all on Tuesdays through Fridays. > 

2. Liquidators.— This group could come closer than any other “‘inside”’ force 
group to working effectively by itself. Many liquidations, however, require 
contacts with the appraisers’ staff, entry divisions, and moneys and accounts 
divisions, so that in this case also the usefulness of liquidators working on Satur- 
days would be minimized unless the rest of the customs staff were also available. 

3. Inspectors.— Many inspectors are already assigned to Saturday work with 
compensating days off during the week. The provision of overtime funds to 
pay these men for Saturdays in addition to their regular Monday through Friday 
tours of duty would provide substantial relief in this category of employee. 
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| Examiners, examining aids, verifiers, clerks, and laborers at the appraisers’ 


stores. - These employees are all tied in directly with the flow of merchandise 
throughout the appraisers’ stores and it would be impracticable to have a portion 


of the foree working on Saturday without having the entire staff on hand to 
carry on this highly integrated operation. 

5. Clerks in collectors’ offices.—It is planned to spread these clerks over prac- 
tically every division. It is obviously impractical to work one or two such 
employees on a 48-hour week without having the entire staff of which they are 
a part working also. 

6. Laborers for collectors’ staff—These employees were requested exclusively 
to supplement the weighing and gaging crews. As was indicated in our justifica- 
tion, a proper weighing and gaging crew should have at least three laborers to 
each weighing and gaging inspector. It would be of little or no use to have 
additional laboring staff available on Saturdays without also having the related 
inspectors, and this Saturday work would in no way increase the efficiency of the 

spectors Monday through Friday because no additional laborers would be 
available on those days. 

Field auditors.— We have only 10 field auditors in the service, two for each 
‘ comptrollers’ districts, other than Chicago and Baltimore. Since these 
men are engaged full-time in auditing their respective districts, and since they 
are geographically separated, it would be impractical to attempt to make use 

‘ their services in the Baltimore and Chicago districts on an overtime basis. 
Furthermore, it would be necessary for the various field offices to be open on 
Saturdays in order that the auditors could properly perform their duties. 

8. Legal assistants.— Not only do many of our present legal assistants put in 

mpensated overtime hours attempting to keep up with the heavy workload, 

t their work is such that frequent liaison with the field offices is necessary in 
rder for them to do their best work. Such liaison would be impracticable on 
Saturdays unless the field offices were open for business. 


REPLACEMENT 





OF AUTOMOBILES 


Senator SALTONSTALL. There is one other question I would like to 
ask. You are asking for the replacement of 100 old automobiles? 

Mr. SrruBINGER. Yes, sir. 

Senator SALTONSTALL. And there are no new automobiles requested; 
no increase in number? 

Mr. SrruBINGER. No increase in the total number, no, sir. 

Senator SALTONSTALL. Those 100 automobiles, what is the average 
mileage of them? Have you any idea what the mileage is and what 
kind they are? In other words, are they Chevrolets, Fords, and of the 
lower-priced-type automobiles? 

Mr. Srrupincer. They are, sir, except those that we have seized. 
We use the more expensive varieties when we seize them. 

Senator SALTONSTALL. If you do not have the figure there would 
you put it into the record as regards the average mileage of those cars? 

Mr. SrruspinGer. We have complete details on that. 

(The information is as follows:) 


_ It is estimated that the 100 automobiles which are to be replaced in 1952 will 
have an average age of approximately 10 years, and an average mileage of approxi- 
mately 50,000 miles. 

Senator SALTONSTALL. Those 100 cars are to be replaced in all your 
offices throughout the country? 

Mr. SrruBineer. Yes, sir. 
_ Senator SALTONSTALL. How many of those do you have in Wash- 
ington? 

Mr. Srruspincer. None at all. We do have one at our office in 
Georgetown, but it is a regular customs office. 
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Senator Satronsta.Lu. Do you have that figure on the mileage? 

Mr. Zienu. I do not have the figure. All those that we propose to 
replace would be over the standard set up by the General Services 
Administration which is 6 years or 60,000 miles. 

Senator SatronsTauu. I think the committee would like to haye 
that figure. How many did you replace last year, do you recall? 

Mr. Srrupincer. Exactly 100. 

Senator SALToNsTALL. What is your total number of cars? 

Mr. SrrusBincer. Seven hundred and ten. 

Senator SaALTonsTALL. So that this would represent 1 year based 
on a 7-year average; that is what it amounts to? 

Mr. Srrusincer. Yes. As a matter of fact, there were several 
years when we did not buy cars so a good many of them are more 
than 7 years old. 

Senator SatronstaLL. Thank you very much, gentlemen. 

Senator Kinrgore. There will be inserted in the record at this point 
a letter addressed to Senator Maybank from the Mayor of New York 
on the need for additional personnel to eliminate the backlog of work. 

(The referred to letter is as follows:) 

Ciry or New York, 
OFFICE OF THE Mayor, 
New York, N. Y., April 10, 1951. 
Hon. Burnet R. Mayspanx; 
Senate Appropriations Subcommittee on Treasury and Post Office, 
Senate Office Building, Washington, D. C. 

Dear Senator Mayspanxk: For some months past important segments of our 
vast shipping industry have been seriously affected by delays in cargo movement 
from our piers. I know I do not have to point out to you how vital the shipping 
industry is to our city and how materially it affects so many cross sections of our 
industries at large. A substantial factor contributing to the conditions complained 
of by the industry is the inadequacy of customs personnel who are required to 
properly handle and check imports. 

I am advised because of automatic increases in pay and upgrading of a sub- 
stantial number of customs positions by the Civil Service Commission, appropria- 
tions have become exhausted with the result that personnel quotas have dropped 
considerably. 

The customs appropriation for the fiscal year 1951 was $36,825,000. The 
Bureau of the Budget request for the fiscal year of 1952 was $38,300,000. The 
House committee reduced this latter request by $800,000 and on the floor of the 
House there was a further reduction of $675,000. It is my information the re- 
quested appropriation, as it now stands, amounts to $36,825,000. 

If that amount becomes the final appropriation, the total number of customs 
employees in 1952 must be approximately 300 less than in 1951. 

Every index of the volume of transactions such as vessel tonnages, dollar value 
of imports, duty collections, the number of entries, packages examined, with- 
drawals from warehouses, etc., is at an all-time high and it is considered that the 
present level will not only continue, but will probably increase to new heights. 
For several years, the customs staff at the port of New York has been inadequate 
and all available personnel have been used in disposing of current business. This, 
in itself, has resulted in a tremendous backlog. 

There are fewer customs employees in New York today than there were 20 
years ago. For example, in 1931 there were 502 collector’s laborers on the piers 
there are now 258. We have ascerteined that when faced with the necessity for 
reducing the Nation-wide staff, the Bureau of Customs has found it impossibie 
to take too many employees from small ports, and, therefore, when reductions 
are made, a substantial proportion of those relieved from service would come 
from New York. 

It becomes quite clear, therefore, that unless immediate action is forthcoming 
to appropriate adequate moneys for the Bureau of Customs ina this port, we are 
faced with the very hopeless situation that while a vital workload is at an all-time 
high, the essential personnel to accomplish the job will be substantially reduced. 
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If the present backlogs and delays are further aggravated by any such situation, 
the effect on industry in this port and business throughout the country interested 
in shipments through this port will be critical. , 

Therefore, I respectfully urge and seek your assistance in obtaining for the Cus- 
toms Bureau, an adequate budget to effectively carry out their assigned responsi- 
pilities. I am aware of your own deep personal interest in our port and I feel 
assured that in leaving this very important matter in your hands, that the people 
of the city of New York will receive early relief from the conditions they com- 
plain of. 

Sincerely yours, 
Vincent R, Impeuuirrert, Mayor. 


(Whereupon, at 4:20 p. m., Tuesday, April 10, 1951, the subecom- 
mittee recessed to reconvene at 2:30 p.m., Wednesday, April 11, 1951.) 





